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MR. ALEXANDER: Good norning. |1'd like to
wel cone everybody to the Trademark Public Advisory
Committee. M nane is M|es Al exander, and | have the
honor of chairing this distinguished group.

We are going to be swearing in the new nenbers
shortly with Under Secretary Rogan coming in, and we'l]l
interrupt at that tine. And the new nmenbers will have an
opportunity during the break if they wish to go into the
Under Secretary's office to have a picture taken with him
for public relations rel eases or any purposes that you or
t he USPTO desi res.

| think it will be helpful. There are a few new
faces around the table. W have sone distingui shed new
menbers and even a distingui shed reappoi nted nenber that
we're delighted to have back. And I'd |ike everybody to
take just a mnute to introduce thenselves and indicate
what their association with the trademark field is, with
whom t hey are enpl oyed or active, and anything el se you

W sh to say.
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And 1'd like to start with Howard and just go
around.

MR, FRIEDVAN: |I'mwth NTEU 254. W're the
union that represents the trademark attorneys at the
Patent and Trademark O fice.

MR. ALEXANDER. |If everybody coul d explain al
the acronyns that are used, please. What's NTEU?

MR. FRI EDVAN. Nation Treasury Enpl oyees Uni on.

MR. ALEXANDER: Thank you.

MR PRICE I'mGiff Price. |'mwth FHFG&D,
whi ch i s Finnegan, Henderson, Farabow, Garett & Dunner in
Washi ngton, D.C. And | have been reappointed to this
committee. And |I'mpleased and gratified to be able to
serve in this capacity again. Thank you

MR. ALEXANDER: And you actually headed the
predecessor committee.

MR PRICE | did.

M5. KANE: |'m Siegrun Kane with Mrgan &

Fi nnegan. And ny focus, | guess you would say, is
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trademark litigation. And | wite books and articles and
things like that. And | was on a commttee like this a
I ong tinme ago which got di sbhanded because they felt we
were foreign agents, | think; or we worked for foreign
agents. But |'m happy to be back.

M5. KORNI EWCZ: Helen Korniewicz wth Chevron-
Texaco, a snmall oil conpany headquartered in California.
| do their trademark and copyright and e-commerce work. |
am for the first time in ny career, not the only
trademark attorney at Chevron-Texaco.

(M. Rogan enters the room)

MR. ALEXANDER. W have the Under Secretary and
Director. And I'll let himintroduce hinself.

MR. ROGAN: My nanme is JimRogan, and |'m here
to help you.

M5. CHASSER  Anne Chasser. |'mthe
Comm ssi oner for TradenarKks.

MR. NICHOLSON: |I'mJoe Nicholson. I'mwth the

New York office of Kenyon & Kenyon.
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MR. PIRKEY: |I'mLouis Pirkey. I'mwth the
Austin office of Fulbright & Jaworski.

MR MIULLER Kim Muller, Shell G| Conpany.
Delighted to be here.

MR. KIBEN. Ed Ki ben, former president of the
| NTA.

MR. STIMSON: |'m David Stinson from East man
Kodak Conpany where |I'mthe chief trademark counsel.

MR. ALEXANDER. And al so a forner president of
| NTA.

MR. ROSE: |'mJohn Rose with ABC, an Anerican
Broadcasti ng Conpany in New York. I'mglad to be here and
hope I can hel p.

MR. ORESKY: Larry Oesky. 1'mvice president
of POPA, which is the Patent O fice Professional
Association. And |I'mhere not because |'ma trademark
attorney; I'mactually a patent attorney. But, of course,
the law all ows one representative fromeach union. And

|'mthat for POPA.
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MR. ALEXANDER: We have one nore nonvoting
menber, Virginia Cade, who's not here at the nonment but
may join us |ater today.

And | think that, rather than introduce
everybody around the outskirts of the table, it would
probably woul d be good to have the Under Secretary proceed
with his remarks and swearing in. Thank you.

MR. ROGAN. Thank you, M es.

First, welcone to all of you. For those of you
who are newto the place, join the club. [I'mstill trying
to |l earn about the entire organization. |[|'m]just
wondering, because | walked in a little bit late, if |
coul d get a show of hands of everybody who has never been
presi dent of |INTA. [Laughter.]

|"mespecially delighted to greet all of you who
are trademark attorneys, because there is just sonething
wonder ful about seeing people who are working on an hourly
rate of |less than what first-year summer associ ates are

paid at your firnms. And | think that shows a speci al
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dedi cation to the governnent.

|'"'mdelighted to be here and in accepting the
President's invitation to join the admnistration. |'m
glad | have an opportunity to work at the Patent and
Trademark O fice; and, particularly, to work on
intellectual property issues at such an inportant |evel,
and to be surrounded by sone incredi bl e professionals,
this is, for nme, just an incredi ble opportunity.

We have great unions that we work with here.
The staff here is about as professional as it gets. And
so after 17 years of governnment service and six nonths in
the private sector, it was very hard for ne to resist the
tenptation of saying yes. And | have |earned, also, you
don't say no when the President calls. Anyway, |'m
| ooking forward to working with you.

If I could just take a nonent or two and tel
you ny perspective of what you do. As a former nenber of
Congress, | cannot enphasi ze the inportance of your report

and what it neans not only to helping us fulfill the
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m ssion that we are engaged in doing, but also the
incredible inpact it has on the Legislative Branch.

| stay in touch with my friends on the
intellectual property subcommttee and the rel evant
appropriation conmttees. |'mafraid that sonetines, from
our institutional perspective, we try to explain, the
i nportance of allow ng fees generated to go towards the
m ssion of the office, and not be perceived as a tax on
t echnol ogy.

| think that plea sonetines falls on deaf ears,
and that the USPTO is perceived as a whi ni ng bureaucracy
inacity that is filled with whining bureaucrats trying
to hang onto whatever budget dollars that they can get.

Peopl e forget the uni queness of the USPTO  This
is one of the few agencies that is not taxpayer supported.

It is fee-funded. And, unfortunately, the tenptation out

there is to |l ook at the USPTO not as an agency that's
hel ping to nove technology in the econony, but as a cash

cow.
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W're trying to bring a different perspective.
Sonetinmes | think it's lost on deaf ears. But you have
the unique ability to define for Congress and for the
Departnent of Comrerce, and for the adm nistration,
t hrough your work and through your report, what the
i nportance of IPis to the user community, to the nationa
econony, to the world econony, and why it is inportant for
this agency to be viewed as the unique entity that it is.
| promse | will be working with all of you to
the maxi numextent | can fromwithin the system Al of
us val ue your participation and especially your work
product, because it's an inportant tool for educating the

public in general and, nore specifically, the policy

makers.
Beyond that, | think we have three new nmenbers.
MR. ALEXANDER. W do.
MR ROGAN: |I'mgoing to leave it up to you, M.
Chairman. Should I invite all three of themup en nass

and i ssue the oath?
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ALEXANDER: | believe so.
ROGAN: Thank you. \Were are we doing this?
CHASSER: We have a phot ographer.

ROGAN: | better let Janice make this call.

2 % » 3 3

ALEXANDER: It should be noted, while we
wait, that | have great admration for the Under
Secretary's financial sacrifice to serve in this role,
which is not insignificant. As the |awers in practice
here know, we really appreciate your dedicating yourself
to public service.

MR ROGAN: |I'mgoing to give you ny wife's
phone nunber. |'mwondering if at the break you coul d
repeat that speech for her benefit.

Wiy don't you resune the neeting. We can j ust
wait until the photographer gets here.

MR. ALEXANDER: | would |ike to continue the
introductions. |It's hard to tell the players without a
scorecard. So if everybody sitting on the outskirts of

the neeting would introduce thensel ves and indicate who
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they represent even if it's thensel ves.

MR VEIR |'mBob Wir with governnent |iaison
privileges. | work for (inaudible) research firm
MR TOUPIN: |'m Jim Toupin, General Counsel,

USPTO.

MR. BOURGEOQ S: Doug Bourgeois, Chief

I nformati on O ficer, USPTO

M5. BRUCE: WMary Frances Bruce, Adm nistrator

for Trademark Trial and Appeal Board.

JUDGE SAMS: | ' m David Sanms, Chief of Patent

Trademark Trial and Appeal Board.

MR, LEE: |'m M chael Lee. |'mhere to

(1 naudi bl e) .

USPTO.

MR W LLI AVE: Ron WIlians, Trademark of fices.

MR, CRAWORD: dCarence Crawford, CFQO CAQ

M5. STROHECKER: Karen Strohecker, Tradenark

Organi zat i ons.

MS. BERESFORD: Lynne Beresford, Deputy
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Comm ssi oner for Trademark Exam nation Policy.

MR. ALEXANDER: And Madam Court Reporter.

| would rem nd everybody that she can only take
one person speaking at atinme. So if we're talking at the
sanme time, it would be very difficult for her to proceed.

We are going to start with Comm ssioner
Chasser's report, but | wanted to make a coupl e of
coments before we get started.

| think we are going to start on the
subcomm ttees pretty early this year because we need nore
than a coupl e of people working on the annual report. And
we have a very difficult situation in the sense that the
appoi ntnents go -- until this |ast appointnment of nmenbers
-- fromJuly to July. And | ast appointnent, which was
| ate, coincides with the budget would be very hel pful.
And our report is due Novenber 30.

It's very difficult when you have three nenbers
leaving in July and three nenbers comng on in July,

hopeful l y, or August, who haven't been privy to what has
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been going on during the year to divide that report up.

Previously, all of you have sel ected specific
projects. | think, David, you had the TTAB with
col | eagues. We had sonebody that was assigned to,
basically, the public's reaction to the USPTO and
satisfaction level. And there were sone concerns that we
had that the neasuring of that had certain restrictions on
it and whether we could find a way of being very
confortable with the neasurenent of public satisfaction
t hrough surveys or otherw se. Consultants have been hired
for that purpose.

And we've, also, had a commttee that dealt with
sati sfaction, enployee satisfaction, at the USPTO.  And,
probably, we're going to try to make those assi gnnents
during our break. And the internal procedural matters, we
w || announce them as you indicate your preferences.

But | woul d hope each of those groups would take
a segnent of the annual report so that ny signature is not

too heavily inposed upon it as it has been in the past.
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We have the photographer back. Let's recess
this discussion and cormence with the swearing in.

MR. ROGAN: No one does this better than a
politician, so let's redecorate for a nonent.

M5. CHASSER: And we'll get out of the way,
Mles. Hows that?

MR. ROGAN: Wiy don't we do it like this. Do we
have three? W've got three. GCkay. Wy don't we put you
in the mddle over here.

Let's do it like this. I'mgoing to turn ny

shoul der towards you so you can see their faces. \Wat |

wll dois I'll swear you in all together, and then we'l]l
do like the picture we do in Congress. Individually,
we'll just take the picture over.

If you all place your left hand on the bible,
rai se your right hands, and repeat after ne.

"I do solemly swear that | wll

support and defend the

Constitution of the United State
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against all enemes foreign and
domestic and that | will bear
true faith and all egiance to the
sanme; that | take this obligation
freely, wthout any nental
reservati on or purpose of evasion;
and that I wll well and
faithfully discharge the duties of
the office on which I am about to
enter so help ne God."

(The group repeated the oath.)

MR. ROGAN: Congratul ati ons.
GROUP:  Thank you.

(Pictures taken of the nenbers.)

MR ROGAN: Best of luck. Anne, do we have sone

af fi davits?

M5. CHASSER: W have sone affidavits. W can

catch up with thema little bit later. 1'msorry?

MR. ALEXANDER: | was telling Siegrun that only
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our attorney general arranges for the draping of wonen
t hese days.

My comments were leading to the fact that "I
probably ask the Trademark Public Advisory Commttee to
recommend that we have any termof office that coincides
wi th the budget so that we conme in and out at the sanme
time. And Kimis used to extended terns.

" mgoing to suggest the reverse of it in that
we do not extend the terns but rather appoint sonebody in
July of 2003 whose termwi |l serve an extra three nonths
rather than carry it over.

MR. MULLER  You're not going to suggest
changi ng the budget. You're working that out.

MR. ALEXANDER: Wth those introductions, we
have the agenda before us. W nmade a couple of changes in
it, as you can see. The Under Secretary has made his
wel com ng remarks, conducted the swearing in to neet a
schedul e conflict he would have this afternoon. And we

reversed Judge Sanms and Cl arence Crawford, who is a Chief
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Financial Oficer, in terms of the presentations of the
publ i c agenda that went out previously.

Wth those brief remarks, | will give it to you
Anne.

M5. CHASSER: Thanks, Mles. Before | get
started, we do have on the agenda sone housekeepi ng
details. An optional tour of the trademark operation.

And just by a show of hands, | was wondering if anybody is

interested in that tour so we can prepare down at the

south tower. | know many of the nenbers have al ready had
t he tours.

It doesn't look like we'll be organi zing that
tour.

Al so, we have invited everybody to the opening
of the Patent and Trademark Museum openi ng today at 5: 30.
And that's at 5:30 as well.

We sent out, | believe about ten days ago to al
of the menbers of the TPAC, a briefing packet of

i nformati on which contains sonme general history about the




16

1§

14

20

Agency and laid out five key policy issues that the
trademark organi zation is facing. And those issues
revol ve around -- you need to lower the |ights, M chael
SO --

MR. ALEXANDER: You |l ook fine in full light.

M5. CHASSER: Excellent. Thank you, Jim Let
the record note that that was Ji m Toupin, our GCeneral
Counsel

MR. STIMSON: | had a question on that. For the
reporter, should we give our nanes before we say
sonet hi ng?

MR. ALEXANDER  Yes, that would be helpful. And
that was David Stinson.

M5. CHASSER: The five key issues that were
outlined in the briefing materials that we passed out to
all of the advisory commttee included an issue regarding
the filings, our current staffing | evel based on the |evel
of filings comng into the office, our issue to nove

towards full electronic filing, Madrid Protocol, and then
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el ectronic communi cations within the trademark operation
and how it relates to transferring information to the
trademark community.

VWhat | ask you to do is -- during these
presentations, we'll actually be presenting the policy
questions for discussion by the TPAC because it's very
inportant for us to get feedback fromthe user community
and to solicit your opinions and reconmendations that w ||
hel p us fornmulate our ultimate policy regardi ng these
particular issues. So | ask you to have a filter as you
listen to the presentations this norning and this
af t ernoon, keeping in mnd those key issues and policy
positions that we sent to you prior to this neeting.

The USPTO relies on the input that we receive
fromour public advisory commttees. W, also, receive
gui dance fromthe Departnent of Commerce and the Bush
Adm nistration's priorities and managenent agenda to help
us devel op our goals and strategi es and perfornance

measures in a way that will allow us to best neet the
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needs of our custoners.

The Trademark Busi ness Plan which the Trademark
Public Advisory Commttee received at our |ast neeting --
and we' ve included a copy of the updated business plan
which was just finalized in the materials today for your
readi ng. The trademark business plan is the result of
pl anni ng that has considered all of these interests and
the direction that we received fromthe adm nistration

As | mentioned, our neeting today will include a
di scussi on of those key issues that the trademark
operations is facing and that we provided to the TPAC
menbers prior to this neeting.

Qur Trademark Business Plan is our outline of
what we intend to deliver to our custoners over the next
five years. The plan defines the office's goals on
tineliness, quality, our custoner's market, |egislative,

i nternational environnments, and specific patent and
trademark strategies for achieving these goals.

Qur strategy, which is consistent with the
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Adm nistration's direction, is to inplenent e-CGovernnent
to create an efficient and effective trademark
regi stration system

And our business goals, we have very sinple
busi ness goals. They sound sinple but, as you know, very
difficult and challenging to deliver. And our goals are
high quality, tineliness, and to inprove productivity.

The inmprovenent of productive is sonething that
is very inportant. Not only to the U S. econony when you
| ook at the gains in the U S. econony over the | ast
several years, 10 years, they have been due largely to
gains in productivity. Under the Bush Managenent Agenda,
productivity is sonething that is very inportant in terns
of a neasure of delivery of services.

Now, as all of you know from our previous
briefing, our overall strategy, in terns of delivering
e-Governnent, is that in 2002 we will achieve a 50-percent
electronic filing. That will be all incomng applications

and other trademark forns by 2002. Fifty percent
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currently. At the end of the first quarter, we have
achi eved a 29-percent total level of electronic filing.

Qur budget docunents for 2003 call for an
80- percent electronic filing. And by 2004, al
communi cations, including electronic file managenent, wl|
be at the 80-percent level. So as you'll hear throughout
today's presentation, our 2003 budget is based on delivery
of a fully electronic workplace which is at the 80-percent
| evel by 2004.

W will begin exam nation fromthe electronic
file on Cctober 1, 2003, which has inplications. And,
again, the electronic file managenent programw || be
delivered by 2004.

These are huge challenges. But, also, | think
it gives us a trenendous opportunity to transformthe way
we' re doi ng business and deliver higher quality and better
tinmeliness to our custoners through this electric
wor kpl ace.

MR. ALEXANDER. Ann, are these fiscal years or
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cal endar years you're tal king about?

M5. CHASSER: These are fiscal years. And our
fiscal year, as you know, begins Cctober 1.

And when you | ook at these percentages of 80
percent, we're actually looking at that as a year average.

So these are very high goals.

MR. PIRKEY: The 29-percent figure is as of
Decenber 31; is that true?

M5. CHASSER: Right. Correct.

MR. PIRKEY: So do you have a figure at the end
of January?

M5. CHASSER: Not yet. Actually, we've seen a
slight up-tick, but it's too early to give -- we don't
have the final figures fromJanuary yet to share. So al
of the information that we'll be sharing with the Advisory
Commttee today is information through the end of the
first quarter, which is Decenber.

MR. PIRKEY: But if the goal is 50 percent and

that's an average for the year, that's going to be really
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difficult.

M5. CHASSER: You're absolutely correct, yes.
It's going to be a chall enge.

MS. CHASSER: Now, again, Carence Crawford, our
CFO, will be going over the 2003 budget. But when he does
tal k about the 2003 budget, clearly, we have a directive
fromthe Ofice of Budget and Managenment and this
Adm ni stration that the trademark operation is expected to
deliver an e-CGovernnent nodel by 2004. And we were
actually, in the 2003 budget, a separate line item of $18
mllion to the trademark organi zation to deliver our
e-Governnment initiatives by 2004.

So we're on the radar screen from our
st akehol ders. And, again, you know, the goal being to
i nprove our productivity, quality, and tineliness.

MR. STIMSON. WAs the $18 mllion what you had
request ed?

M5. CHASSER I'Il let Carence tal k about the

specifics on our budget.
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MR. CRAWFORD: $18 million is what we were
given. That's all we are allowed to talk about. The
conversations that the Adm nistration -- that's al
predeci sional talk. So all that we can tal king about is
what the President's budget contains.

MR. ALEXANDER. W can tal k about anything we
want to tal k about; right?

MR CRAWCRD: Yes, yes you can. W can.

MR. STIMSON:. We can ask whatever we want.

MR. CRAWORD: Surely. | stand corrected.

M5. CHASSER: And, again, | tal ked about
Presi dent Bush's managenent agenda. And C arence w ||
al so be tal king about this as well.

But in President Bush's 2003 Agenda, which was
just presented to the H Il |ast week, a week ago, on
February 4, it includes a proposal for a 21.2-percent
i ncrease in the USPTO budget, which is actually the

| argest in the history of the this agency.

Now, if congress approves -- and that's a big if
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because, as you know, the budget that is presented to
Congress is not necessarily the budget that will been
enacted that we will receive in 2003. But if Congress
approves it, we wll get the equivalent of 100 percent of
our traditional user fees within the Agency plus an
additional $45 mllion.

So the 2003 request includes a $239 nmillion
i ncrease over the USPTO s 2002 budget. And that w |
all ow us, under the directives of the new adm nistration
to hire 950 new patent exam ners.

And as | nentioned earlier, the trademark
organi zation is expected to transformto a fully
el ectronic work operation by 2004 along with inplenenting
the President's managenent agenda, i ncluding e-Governnent,
out sourci ng, and work-force restructuring.

So by supporting our request, the President has
denonstrated his commtnent to inproving quality and
reduci ng processing tine for patents and tradenmarks. The

budget, we believe, is a clear endorsenent of our progress
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and commtnent to deliver an e-Governnment operation in
2004.

These are the five elenents of the
Governnent-wide initiatives as outlined by President
Bush's managenent agenda. And the principles of the
agenda are citizen centered, results oriented, and narket-
based to pronote innovation and conpetition.

And | think Clarence wll be tal king about the
various elenents, the five elements, of the President's
managenent agenda.

One thing, in all these five areas when we | ook
at the operations in the USPTO we actually have nmade very
good progress in many of these elenents in terns of
conpetitive sourcing, a work force restructuring, and
financi al managenent bei ng one of the few governnment
agencies to receive an unqualified audit.

MR. ALEXANDER: Are the prior slides sort of
sour ci ng comrencenent ?

M5. CHASSER: Right. That's one of the
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initiatives. Let nme see if | get this technol ogy correct
her e.

MR. ALEXANDER: Yes, 5 to 10 percent directly
each year

M5. CHASSER: That's the guidelines that have
been presented by the O fice of Budget and Managenent,
that each year the agencies are to achieve a 10 percent -
do you want to comment on that, C arence?

MR. CRAWFORD: That has been their stated goal
when they put together the '03 budget; they decided to
accelerate. So the standard nowis try to get 50 percent
of the commercially identified positions contracted.

Now, one of the disadvantages that PTO has is
the PTO, over the years, has contracted a considerable
nunber of our adm nistrative positions. And we don't get
a chance to take credit for that. W're going to go back
OMB and try to take credited. W're well ahead of nost
agencies in that regard.

So | think we're in pretty good shape. But if
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we are using the nost recent criteria fromOVB, we, |like
everyone else, will get a failing score, red, a red dot.
But we're going to try to appeal that. W've done quite
well in the PTO over the years.

MR. ALEXANDER: \What percent of the total
operations are quote "commercially perfornmed functions"?
| f they were 100-percent, there'd be no Agency in ten
years.

MR. CRAWFORD: We've got, | think it's about --
we' ve already contracted about a third of our total work
force is contracting. And | think, to get where we would
have to be, we would be | ooking at about another thousand,
1,500. | have to get exact nunbers.

M5. CHASSER: | can speak for the --

MR ROSE: So this really refers to personnel
costs for the nost part.

MR. CRAWFORD: Well, their goal is to try to
actually reduce the cost course by having these jobs

conpete using an A-76. The problemwth A-76 is that it
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is a very cunbersone process. Mst agencies don't use
A-76. \When we selected positions to contract, we were
very shrewd in identifying positions that were going to be
what we call "paper-handling positions,” jobs that woul d
eventually go away as the technology rolls out.

But we think that we will see sone savings. W
have not seen as nmuch in the way of savings today. But as
Trademar ks noves to nore of an el ectronic environnment in
t he next couple of years -- Patents is a few years behind
them-- we expect to see sone real savings to the Agency.

MR. ALEXANDER. What is A-767

MR CRAWORD: |I'msorry. It's a
gover nment -w de process for -- it's an OMB circular. And
it's a Governnent-w de process for doing contracting out -
studies. The defense departnent does it all the tinme. It
takes mllions of dollars to conplete the study. That's
the reason why nost people don't.

M5. KANE: Could you give us sonme nore exanpl es

of the type of things that you call "comrercially
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performed functions."
M5. CHASSER: | can give you an exanple on the
Trademark's side of the house. Now, currently, 16 percent

of our overall staffing in Trademarks is contract workers.
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And what we have done is contracted out those services
that will be elimnated through our e-Governnent
initiative. So they're paper handlers that actually
process paper transactions, nmoving paper from place to
pl ace, receiving the paper nmail

Once we have an el ectroni c workpl ace, those
positions will no | onger be -- we won't have those
positions. So we have contracted out those positions.

And in the Trademark organization, eventually,
we w Il have positions of paral egal, exam ning attorneys,
and then a few clerical positions. And so part of our
effort, of course, is the whole upscaling and providing
training for those positions that wll be elimnated in
t he new el ectroni c workpl ace.

M5. KANE: Do you take bids? Are contracts
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gi ven out or what?

M5. CHASSER: Yeah, we have contracts. They're
conpetitively bid.

MR. CRAWFORD: Yes. They're conpetitively bid.

One of the things that we have to do is come up with a
government estimate of what the cost of the work woul d be,
and we take that into account when we bid out. For
exanpl e, a good chunk of ny accounting operation is
contracted, both the technicians, the |ower skilled, as
wel | as some of the accountants.

I n Doug's organi zation, the C1O for exanple, a
good chunk of his staff are contractors where we're buying
expertise for a particular skill. O in sone cases, we're
using -- we know these are paper-intensive jobs that we
don't intend to keep. So it's a conbination of both
things that we use when we | ook at whether or not to
contract for a position.

MR. ALEXANDER. And CIOis what?

MR. CRAWFORD: |'msorry. Chief Information




1%

16

1§

14

35

Ofice.

M5. CHASSER: |1'mgoing to try to keep us on
track because sone of the issues will also be reviewed in
our Chief Financial Oficer's Report, and so I'mgoing to
try to be the taskmaster today if | can. [If that's okay,
M. Chairman.

MR. ALEXANDER: That's fi ne.

M5. CHASSER: Fi nanci al Managenent. Again, |
mentioned that, as a governnment agency, we are one of the
few that has received a unqualified audit opinion for our
financial statenments. And we've received that for the
past eights years. So that, | think, is very positive in
terms of neeting the President's agenda.

E- Governnment. Expand el ectroni c governnment.
This adm nistration, as | nentioned before, expects us to
i nprove performance, to automate our internal processes,
to reduce the cost and create easy-to-find access to
government services, to reduce reporting requirenents, and

to share information quickly and conveniently. And,
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again, the result of this wll be neasurable inprovenent
in productivity.

Now, as you all know from your experience on the
Trademar k Advisory Commttee, we, in the Trademark
operation, are delivering visible results on our
e-CGovernnent initiative. Qur customers have the ability
to search pending, the status of pending and regi stered
trademarks, to conduct a prelimnary search prior to
filing an application, access to general information and
manual s.

They can obtain weekly information on marks
publi shed, registered, and renewed. They can file
applications and conduct nearly all of their
trademar k-rel at ed business electronically fromour new
USPTO web site.

We've made and will continue to make substanti al
changes in how we do business by integrating electronic
systens and processing that will result in performance and

productivity gains.
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Again, we want to link the performance and
results to our budgeting process. And that is what we
have done in our five-year business plan because we have
identified | ong-term goals and performance objectives that
was the basis for our 2003 budget request to the
Adm ni stration and to Congress.

Agai n, the Adm nistration has supported the
USPTO s e- Governnment request in full by providing a budget
increase of $18 mllion to the Trademark organi zation.

Now, of the $18 million, slightly nore than half
of the increase is for our Chief Information Ofice's
organi zation to conplete the devel opnent and the delivery
of an electronic file managenent system And the
remai nder of that is for Trademarks to conpl ete our
reengi neering of our internal processes; and that is how
we do business and to support electronic filing.

In addition, the Ofice of Quality Managenent
and Training will receive about $250,000 to develop a

web- based training for Trademark enpl oyees.




16

1§

14

38

MR ALEXANDER: Anne, how does the $18 nillion
conpare to the fee intake of the office?

M5. CHASSER Well, as | nentioned before, the
budget, our underlying budget, if I'manswering the
question correctly, would provide total access to the user
fees comng in for this fiscal year. And then above that
-- are you tal king about the surcharge issue?

MR. ALEXANDER: |'mtal ki ng about whether there
are any diversions of funds that have been renoved from
that which is allocated, in other words, if we take in
taking $20 mllion and $18 nmillion was all ocated back.

M5. CHASSER: Well, I'mgoing to |let O arence
speak to this.

MR. ALEXANDER: Ckay. W have to defer that.

M5. CHASSER: Ckay. Yes. So finally in closing
on ny overarching layout for big picture, the strategic
direction of where we are going, that this Adm nistration
fully supports our progress and expects us to deliver on

our commtnent to a fully electronic workplace by 2004.
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And how we're going to get there is outlined in our

busi ness pl an.

So | think at this point, unless you have any

guestions about where we're headed today --

MR. ORESKY: When Clarence says a third of the

wor kforce is contracted, did he say 15 percent of

trademar ks were contracted? That's based on FTE, those

per cent ages.
MR. CRAWORD: Right.
M5. CHASSER: Correct.

MR. ORESKY: Thank you.

M5. CHASSER: | think I'lIl turn this over to

Clarence Crawford now if you |ike.

MR. ALEXANDER. C arence, would you like to stay

up here or would you like to stand?

M5. CHASSER: | can change places with you

MR. CRAWFORD: Good norning. Wiat | will do is

we'll go to the first slide. | think that the first thing

| want to nention about the business plan that it is,

in

a
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way, unique for the PTO. In the past, the PTO has put

t oget her incremental budgets where it was harder to figure
out exactly what our goals would be and where we were
goi ng and what the resources requirenents would be over a
period of tine.

This five-year business plan nakes an attenpt to
nore clearly state exactly where we're going, what the
requirenents are, howlong it wll take, and the dollars
associated wwth it. W are responding to comments and
concerns fromthe IP comunity, as well as OVB and the
HIl, in terns of doing a better job of defining our
requirenents.

The other thing that was interesting is that we
were told to put together requirenents w thout concern for
fee incone. So if your requirenents, in theory, actually
exceeded your inconme, don't worry about it. And you can
see, as Anne had nentioned, fromour standard inconme we
got all of that incone plus about $45 million of the

surcharge to nmake up the difference so that we could fund
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t he busi ness pl an.

We tried to go back to basics, to | ook at basic
exam nation functions. And so that the basics of what our
busi ness is and the concentrate on our core business. And
we canme up with a couple of very sinple goals as Anne
mentioned, inproving the quality of our products and
services and also trying to reduce our processing tine.

One of the other goals that's not as clearly
stated, but it's inplied there, is that we're going to try
to inmprove our productivity over tine as well.

Let's go to the next.

Anne nentioned that we got a 21-percent increase
over 2002. |'ve been in the budget game and working on
hi gh-profile projects for the past 14 years. | think this
is about the largest increase |I've seen. This is ny third
or fourth agency. This is the largest one |'ve seen for
any agency |'ve been associated with. And having had
central oversight responsibilities, | can't think of

anot her agency that conmes to mnd that has received a
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21-percent increase over its base.

| think that's bodes well for the PTO. | think
it says that the Adm nistration supports IP, intellectua
property. | think it, also, says that there is a confort
|l evel with the business plan, and that we're trying to
move in the right direction. W did a reasonably good job
of outlining where we wanted to go.

It has $100 mllion in carryover. W'IlIl talk
about that a little bit later.

The other thing I wanted to just nention about
t he budget environnent is we have passed the second
hurdle. W submtted a package to OVMB, and the President
was very generous in his support of us. And we cone out
of that process with a 21-percent increase.

Vell, we're a long way from bei ng hone. W now
are part of the Commerce-Justice-State Appropriation
We're in there with the Justice Departnent and its
progranms and its needs for funding to support Honel and

Security. We're in there with the State Departnent with
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its international responsibilities, especially in the wake
of 9-11.

So holding onto the 21-percent increase nay be
at tinmes even nore challenging than actually getting it on
the table the first time. There's going to be enornous
pressures, the econony, depending on how quickly the
econony recovers, and the |ike.

Anne nentioned the two or three major itens that
were supported by the business plan. | want to give
Trademarks a conplinent. | want to conplinent Trademarks
on the electronic filing and its transition to electronic
oper ati ons.

This was very attractive for OVMB. |'ll speak a
little bit about it. Usually, when you say good things
about them they don't necessarily worry too nuch if you
talk a little in-house. It's when you're not necessarily
in agreenent where they're nost concerned.

OMB was very conplinentary of Trademarks and its

el ectronic environnent. They were very interested. MW




1%

16

1§

14

3

44

sense is that it was just a very attractive package that
Anne and her fol ks put together.

There's a ot of work that needs to be done,
both within Anne's organi zation and the Chief Information
O fice organi zation, to make it work. But if we can pul
this off, we will probably be on the front end of Federal
agencies who really, really have created an el ectronic
envi ronment .

A l ot of people have tal ked about it; but we,
actually, will be able to denonstrate sonmething and show
sonething in a couple years. So that's very attractive.
And OVB zeroed right in on that.

Pl ease go to the next slide. Are there any
gquestions?

MR ALEXANDER: \What does the $100 million
carryover indicate?

MR. CRAWFORD: Can | pick that up later? | have
a slide that speaks to that, if you don't m nd.

MR. ALEXANDER: That's fine. Ckay.
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MR. STIMSON: A question in terns of the PTO
being in the forefront of electronic filing and presumably
serving as a exanple and a nentor for other agencies which
probably are under simlar nmandates to go nore el ectronic.

VWhat is the process for or the obligation or what's been
set up to share that know edge with ot her agencies?

| mean, are there any agencies in here | ooking
at what you're doing? Have you been -- is part of your
mandate to put together a report to them expl aining how
you do it? How w Il this know edge be passed on to the
rest of the governnent?

MR. BOURGEAO S: Not yet. There are a |lot of
ways which we share information to the Cl O council and
commttees to that council. Although with respect to
Trademar ks, there's been a |l ot of information shared for
the TEAS el ectronic filing system al ready through many
mechani snms outside the C1Q ClO council, for exanple,

e- Governnent, e- Governnent conferences and such like with

respect to the technical architectures. Fromthe business
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standpoint, I'mnot aware of. Maybe you can handl e that,
so. ..

M5. CHASSER: Well, | can speak to that.

Actual ly, the Trademark organization is on the
radar screen within sort of the network, inside the
bel tway. An organi zation, the Council for (inaudible)
Governnment, is actually their responsibility is sharing
information, acting as a clearing house, on innovation
wi t hin governnent agencies. And so we have nmany
organi zations that are |ooking at transformng to
e- Governnment nodels that actually cone in and visit with
our folks and see our operations. So informally, we're
sort of connect ed.

MR STIMSON. And a followup question. Are you
able to do whatever you want to do and what's best for the
Trademark O fice froma technical standpoint? O are you
sonetinmes told, well, because what you're doing we want to
have go to the rest of the governnment, we want you to use

a particular systenf? Because that's what nessage..




1%

16

1§

14

a7

The reason | ask that is within ny conpany,
Kodak, there's a ot of that where they're trying to put
t he whol e conpany on one system And sonetines a
particul ar part of the conpany uses sonething which may
not be best for themfor the greater good.

Are you seeing any of that, or do you have total
di scretion to do what you want to do fromthe technica
end?

MR, BOURGEO S: That's a very good questi on.
Qur technical standards are decisions that are nade
internal to the USPTO W do that in concert with the
Trademar k deci sions for technology that are used within
t hat organization. So while we do it here froman overal
governnmental standpoint wth policies and procedures and
gui delines, the specific technol ogies so far and w ||
continue to be within the discretion of the USPTO

MR, STIMSON. Thank you.

MR, CRAWFORD: And, Doug, our Chief Information

O ficer, also sits on a governnment-w de e-Gover nnment task
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force that's chaired by the Ofice of Managenent and
Budget .

This is gives you, at a very high | evel, what
the increase is. Wen you put our increase in context
with the rest of the Federal Budget, ny understanding is
that, if you pulled defense and sone of the Honel and
Security functions out of the budget, what you will see is
that the rest of the budget is growng at a rate of about
2 percent. A nunber of agencies and prograns are actually
flat, and a few have actually been reduced.

So when you | ook at the level of commtnent from
this Adm nistration, have that in as your back drop, what
we at a very high level -- we have a lot of -- that is,
when you're operating about at a billion- dollar base,
there's certain mandatory things that you have, rent goes
up, certain contract costs go up. They're unavoi dabl e.
OMB supported us in that.

You'll see in the pay adjustnents. W have the

locality pay and the full year. And what they, also, did
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is, which doesn't inpact Trademarks as nmuch but nore on
the Patent side, they not only funded what we wanted to do
in "03, but they're giving us as large a pay adjustnent as
they did. They actually endorsed our hiring plans for
'02, mainly on the Patent side. Very unusual for themto
do that.

And then the next itemis that there is a
governnment-w de, or at |east an OVMB-led effort, to nake
sure that all of the agencies, especially the fee-funded

agencies, pay the full cost of the pensions and health

benefits.

They've tried this for the last two or three
years. Every time the H Il drops it. | don't know where
the Congress will cone by it. |If | had to hazard a guess,

| woul d i magi ne that Congress will drop that requirenent
as well again this year.

So that first group of adjustnents we call
adjustnments to the base. And that's about $117 mllion.

You see, then, the next largest one is the $54
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mllion, $55 mllion for workload increases. And then you
see the other is Patent. And then we conme down to the
Trademar k e- Gover nnment .

| think this nunber is pretty close to what we
had asked, so | think it should help us out quite a bit.
Yes, sir.

MR. ORESKY: The 2002 l|ocality pay adjustnent,
obvi ously, that hasn't been approved yet; correct?

MR, CRAWORD: W're talking -- this does not
just -- this covers everyone.

MR. ORESKY: Ckay. But at least for the |arger
segnents, they hadn't been approved yet; is that correct?

MR. CRAWORD: No.

MR, ORESKY: And if it's not approved, what
dol lar amount will that represent and what will we do with
it if we don't spend it on the locality pay increase?

MR. CRAWFORD: This is a Patent issue. It
relates to the special pay that we secured for patent

exam ners under special pay. W were able to increase the
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base sal aries of patent exam ners on average from 10 to 15
percent, dependi ng upon where they are in the pay scale.

Li ke everyone el se, the Federal Governnent
enpl oyees get a pay adjustnent or a pay raise, an
i ncrease, in January. The increase conmes in two parts.
One is sort of a base-pay adjustnent. The second pi ece of
it is something called "locality.” So | believe we
receive -- what was it? -- three and a half percent this
year. Larry?

MR. ALEXANDER: Well, what does "locality" nean?

MR. CRAWFORD: It's an attenpt to take into
account that certain geographical areas are nore expensive
while others are | ess expensive. W're in one of the
hi gher-cost areas, so we get a good portion of the
locality. If we were in a |lowcost area, we wouldn't be
getting the three-and-a-half percent.

VWhat is in question for the patent examners is
whet her or not -- typically, with special pay, they do not

all ow you to have locality. So it's usually
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three-quarters of the increase is base pay; the renmaining
quarter is locality. And the question is whether or not
the Ofice of Personnel Managenent is the one that makes
t he deci sion whether or not they will allow us to grant
that increase to the patent examners. W don't know
whet her that will happen.

MR, ORESKY: Well, ny question was: |f they
feel that noney is in our budget, what do we intend to do
with it if it doesn't go towards locality pay?

MR. CRAWORD: W have a host of other
requirenents.

MR. ALEXANDER: | think we need to really --
Trademar k Public Advisory Commttee, |I'mnot sure that
that's not a nore appropriate question for the Patent
Publ ic Advisory Conmttee unless --

MR, ORESKY: Well, it relates to the budget.

MR. ALEXANDER: Unl ess there's any aspect of
that that passes to the trademark exam ners, which | think

that it doesn't.
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MR. CRAWFORD: No, it doesn't. It doesn't
really effect the Trademark side of the house.
This is just an overview of the Patent goals.

W won't bother to go there. They're very simlar to

Trademark goals. It's 52 tines. But again, it would be
specific to Patents attenpt to distill at a very clear set
of goal s.

MR. ALEXANDER: O arence, with new nenbers,
woul d you indicate what portion of the total budget is
Trademar ks and we'll have sone feel for that?

MR. CRAWFORD: It's about an 85-15 split.

Ei ghty-five percent of the inconme in dollars are generally
related to Patent, the Patent side of the house. On the
Trademark side, it's about 15 percent of that.

We are not allowed -- we maintain a fence
bet ween patent and trademark fees. One of the tools that
we use to help maintain that fence is we are one of the
few Federal agencies, and probably one of the few

organi zations of our size in the country, that have
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actually inplenented activity based costing. So we're
able to track our cost and to make sure that we do not
violate the fence between patent and tradenark fees. W
can't spend Trademark noney on Patents which probably
coul d go the other way.

M5. KANE: Onh, really? W can get sonme Patent
noney.

MR. CRAWFORD: W don't want to. There's not
the restriction.

M5. KANE: | see. That was ny question.

MR. CRAWFORD: Qur goal is not to do that. But
we clearly have a restriction on noving trademark fees to
cover patent. And we try to honor that by not shifting
noney the other way either.

MR. ALEXANDER: Now, is the fee-supported
concept in a self-supporting Patent and Trademark O fice
fully allocated cost? 1In other words, do those fees
envi sion covering retirenent pay and vari ous ot her general

adm ni strative matters?
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MR. CRAWFORD: It covers everything very clearly
with the exception of the retirement and the health issue
that OMB is raising. The way the Federal Governnent funds
pensions for its enployees, what it has done in the past,
is it has one account that the Ofice of Personnel
Managenent has that manages and pays all annuities and
heal th benefits related to pension.

VWhat OMB is attenpting to do -- if they can get
the agencies, especially the fee-funded agencies, to pay
their share, it would require a law, a statute, a lawto
actually allow that to happen. Then in theory what it
does is it reduces the overall cost to the Federal
Governnment and to the taxpayers.

Aside fromthat, we generally cover our costs.

MR. ALEXANDER: The reason | asked the question
is |I've operated at a relatively high | evel of outrage
Wi th respect to the diversion of hundreds of mllions of
dol lars of user-fee funds fromthe Patent and Trademark

Ofice. And ny level of outrage would go down if we're
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not funding a real cost. So sone of those diversions
actually go towards retirement. Am| accurate in saying
sone of those diversions actually do fund retirenent? And
if so, what percentage of the diverted funds?

MR. CRAWORD: Wiat | can accurately state is
the funds that we don't receive go into the general fund
of the Federal Governnent. And it's largely in the
Comrer ce-Justice-State Appropriations. The Ofice of
Per sonnel Managenent is not in that account.

MR. ALEXANDER: Well, | understand that. But if
retirement funding would cost $200 million a year to fund
and they are diverting $200 million dollars a year, even
t hough they're not putting it into that, it would say that
we are really getting all of our noney back for actua
costs. | don't have any concept of what percentage of the
diverted funds, if we were funding retirenent, would have
gone to retirenent and heal th.

MR. CRAWFORD: What we are estimating on is that

our annual cost in that area woul d be about that $30




2

'S

N
>

16

18

19

57

mllion that was shown on the other page. So that's the
cost --

MR. ALEXANDER So it's a very small percentage
of the diversion.

MR CRAWFORD: Smal | percent age.
ALEXANDER: | continue ny outrage.

CHASSER: It is so noted.

2 5

CRAWFORD: Wy don't we nove to the
Trademarks, if we may. Cbviously, if there are nore
questions about Patents, we can do nore. | think we need
to back it up. Okay.

MR ROSE: | think it's the next slide. It's
out of order.

MR, CRAWFORD: Oh, it's out of order. Ckay.

W'l stay here with the Trademark Initiative.
This is the one area. The e-CGovernnent is the one area
that, as we had tal ked about, OVMB did fully fund. And
Anne will talk nore about this, | think, in her next part

about sonme of the tine lines and what's in.
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But suffice it to say, it allows us to nove
towards creating an el ectronic environnment where we
believe that there will be continued savings and i ncreased
productivity fromthat. And again, it nmakes it a very
attractive initiative.

The area under workforce flexibility is one that
Tradenmarks al so cane to us and to the corporate and said,
we need to look long termat how we were staffing our
organi zation. This was before there was a -- | renenber
talking with Anne and Bob before the econom c downturn
that we've seen

But in ternms of knowing that they were going to
roll e-Governnent, know ng that we expect the technol ogy
to help us with our productivity in the future, we needed
to think differently about how we staffed the
or gani zati on.

And | think what we've seen over the |last year
or so with respect to the effects of the econony on our

filing levels and our incone and workload, | think it
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real ly underscores the need to | ook at that and | ook at
how we will create an organi zation fromwhere we are today
that will support what we've seen to be fairly traumatic
swings in filings.

Again, if you |l ook at what the econom sts are
sayi ng about the econony, everyone believes the econony
Wil turn up. But | don't think we're going to,
believe, see the return to the '90s-type growh for sone
period of time. And probably what we'll see is steady
growm h but not at the sanme rates and naybe with sonme bunps
along the way. This will nmean we'l|l have surges and sort
of drop off, and we're going to have to nanage that
differently over the next -- | would say -- over the next
three to five years. And we should anticipate that. And
this is what the workforce flexibility initiative has in
m nd.

| think Anne will get into the goals thensel ves.

But you can see that we have a goal of cutting




16

1§

14

60

the error rates dowmn to the 3 percent, which |I believe
will be one of the | owest we've ever had in the trademark
area, and inproving custoner satisfaction. The pendency
goals, | believe, are going to be quite attractive. And
they're in the '04 and '06 tinme franes.

| think you' re going to tal k about these
initiatives in sone detail.

M5. CHASSER: Right.

MR. CRAWFORD: | think we'll let you do that.
Let's go to the nunbers on Slide 9.

This comes from our business plan. And | know
Anne will talk about this in the next segnent. But | want
to zero in on trademark filings for 2002 that we were
anticipating a relatively flat filing rate. W had
conpleted the year 2001 at just bel ow 300, 000. The
econony reports at the tinme were in the fall forecasting
an upturn in the econony in the first or second quarter of
cal endar year 2002. That hasn't really materialized.

So what we're working in -- and we are about 30,
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60 days away from having really good nunbers. But it
| ooks like we will actually see trademark growth bel ow
300, 000.

One of the things that we did early on was, from
being a fee-funded agency and wanting to be responsi bl e,
we started | ooking at how | ow would the filings and the
i ncome have to drop before we would have a funding
shortfall. And we're |ooking at anywhere fromzero to 20
percent. It looks |like we're going to be okay. Beyond 20
percent could present a funding problemfor 2002. W're
monitoring that on a bi-weekly basis, and we're neeting
wi th Trademarks.

One of the other things that we're, also,
| ooking at is, if the econony continues to be soft and
we're soft into 2003, then, again, sort of froma funding
st andpoi nt, understandi ng what that nmeans in terns of
wor kl oad and fundi ng.

And, again, it underscores the initiative

Trademark has on the table about thinking differently
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about the workforce and being nore flexible in how we
manage the workf orce.

MR. ALEXANDER. O arence -- or Anne, are you
going to get into what happens if the funding is short?

M5. CHASSER: | think that's one of the issues
that we want feedback fromthe user conmunity about what
options are avail able and how users would want their fees
used in an environnent where there is a huge swing. Yeah.
So I'"'m hoping to have a lively discussion, an inportant
di scussion, where we want to hear fromthe user community.
ALEXANDER: This wll be after you speak.

CHASSER: Yes.

2 5

ALEXANDER:  Thank you.

M5. CHASSER But Clarence wll be here to talk
about the budget issues.

MR CRAWCRD: | don't want to steal Anne's
t hunder, so I'I|l defer to her.

M5. CHASSER It's no thunder; trust ne.

M5. KANE: Rain perhaps.
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MR, CRAWORD: It is sonething that we --

MR. FRI EDVAN.  You' re saying that your present
thinking is that the 2002 budget should be okay with a
zero-percent growh to a 20-percent decline.

MR. CRAWFORD: That's correct. But as we | ook
through into '02. Because if the econony stays soft,
we' re assum ng about a 10-percent growh in '03. The
econom c recovery seens to be slipping. A 10-percent
gromh may not materialize. And we're trying to figure
t hen, where we will be.

The problemis that right now no one seens to
have a good handl e on the econony. N ne-eleven has sort
of screwed up a lot of things. Qur nodels are generally
very good, provided the redundant econom c nodeling for
about 20 years. They're very good when the future | ooks
i ke the past. But when the future changes dramatically,
t he econom c nodel s, the other nodels that we use, becone
significantly less reliable.

We are talking with other trademark offices
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around the world. And we're, also, seeing there that it
is softer as well. And we're, also, watching very
carefully patent filings and | ooking -- Trademarks has not
been affected the way Patents has been has been affected.

Post 9-11, we've had terrible problens receiving
our mail. Qur general mailing address and where nost of
the patent mail applications and fee incone has been
com ng through Washington is through that Brentwood Mai
Facility that was shut down.

That mail is being irradiated. W're way behind
inmail. W're not sure whether it's filings are down or
whet her there is still a backlog as a result of the
probl enms with Brentwood.

It processed 5 mllion pieces of mail a day.

The mail that we are receiving through that facility is
highly irradiated, and we're having to recopy because it
crunbles. So we have sone strategies to nove the mail and
to get around that in addition to encouraging people to

use el ectronic.
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Trademar ks doesn't seemto be as affected
because we use an Arlington address here in Trademarks and
only a small portion of the trademark mail actually cones
t hrough the Washington zip code. So we're not the only
ones. There are about 200 uni que Federal zip codes in
Washi ngton. Best | can tell, nost of those agencies are
experienci ng the sane probl ens.

The critical nature for us is that our noney
cones in that mail. So where other agencies are fully
funded t hrough taxpayers, the mail is inportant to them
but their checks aren't in there. Qurs are.

M5. CHASSER: Before we nove on if | may
interrupt. On the page 9 slide, when you | ook at the '02
budget, you can see that the '02 budget is based on a
300, 000-cl ass level of filings. And when we talk about
mai ntai ning the nodel in '03 and how we are affected in
'03 by where we are in '02, you'll notice that we budgeted
for a 10-percent increase; but that's based on a

300, 000-1 evel filing.
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Now, if our filings drop, we're not |ooking at a
10- percent increase to reach those nunbers. W' re |ooking
at a significantly higher percentage increase.

So in the interest in full disclosure, and in
light of our discussion that we'll have a little later, |
wanted you to all note that these nunbers are not -- we
coul d have a nore serious problemthan we think if filings
don't increase as nuch as we think.

MR. PIRKEY: \Wat were the filings in the first
quarter?

M5. CHASSER: The first quarter, we were down 23
percent over the previous year of filings. Now, again,
our econom c nodel on that -- and I don't know if you're
going to address it. Qur Ofice of Corporate Planning has
i ndi cated that, based on the econom c nodel, we have a
range of anywhere from 210, 000 cl asses to 260, 000 cl asses
this year.

MR. CRAWFORD: One of the things, the reason why

we're looking, is we plan -- we do this anyway -- is at
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m dyear, to take another snapshot. One of the things with
the filings in the Trademark, nore so than on the Patent's
office, Trademark's filings have historically in the fal
have cone down. There's usually a |ow period for
trademark filings.

Trademark filings start to pick up after
Christmas and after the holidays. |In January, we start to
see a (inaudible) of it. February, you have a little nore
data. About March, we usually have enough data that we
have a reasonabl e confidence | evel as to what range of
income. We're looking at it right now Trademark's
out | ook.

The incone is still wthin an acceptabl e range.

But if the trademark filings don't pick up, that delta

may i ncrease; and we may actually have a fundi ng probl em

And as | say, | think if | had to hazard a guess
today, | think we'll probably be okay through '02. It's

going to be close. But '03 nay be nore of a problemif
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t he econom c recovery continues to slip as it has.

MR ALEXANDER:  Ckay.

M5. KANE: Wen you do an analysis of filings,
do you consider how many are U.S. conpani es versus foreign
conpanies in this country as well as when you | ook abroad
to see what is happening?

M5. CHASSER: When you | ook at historic
patterns, typically 15 percent, no matter -- 15 percent of
the filings are non-U.S. filings. And that just is across
the board. You know, | think it's just proportionate.

M5. KANE: Wuld you be expecting that -- naybe
this is getting ahead too far -- this would pick up as the
result of the Madrid Protocol ?

M5. CHASSER: Interesting question. W |ook at
ot her devel opi ng countries that have joined Madrid
Protocol. Wen we |ooked at Japan and the U K , what we
have seen is, typically, in the early years, it's a very
gradual increase in filings. So we're not expecting,

based on what is happening in other countries, to see a
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huge influx of filings initially,

M5. KANE: But the U S. conpanies may be a
little bit different. Well, no --

M5. CHASSER: Well, many of the U S. conpani es
have filed under the Paris Convention already. So, you
know, unless it goes counter to what has happened in other
devel opi ng countries, we're | ooking at probably a gradual
I ncrease.

MR. ALEXANDER: Giff, do you have a question?

MR, PRICE: Yes. Anne, could you state the
figures again that you nentioned for the first quarter?

M5. CHASSER: |'Ill be tal king about that |ater
in the presentation. But --

MR. PRI CE: But ny understanding is that the
figure that you nentioned --

M5. CHASSER: Ch, the first quarter of this
fiscal year, we were 23-percent below the filings of |ast
year at the sane tine.

MR. ALEXANDER: And | ast year was how nmuch bel ow
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the prior year?

M5. CHASSER. On the first quarter, | don't have
t hat percentage. But for overall year, it was 21 percent.

Now, the other point to nake is that in terns of
our fee collection for the first quarter we were down only
7 percent. So that while the filing level, we still have
achi eved close to the budget projection of the revenues.
So that's where we're -- we nonitor that level in terns of
whet her we have the resources.

| mean, there's several issues we need to
address. The issue of whether the noney is there to run
t he operation, whether there is sufficient work for those
that are staffed.

MR. ALEXANDER. How does the backl og of a very
hi gh year's Section 8 and 15 and renewal s and ot her things
inpact the filings? Are we getting the benefit of the
growh frombefore in terns of fee inconme?

M5. CHASSER: Well, that's one of the reasons

why our fee level is dowm because of the ITU and the
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Section 8 and Section 9 filings.

MR. ALEXANDER: Let me ask the corporate
representatives here, because we had sort of a prescient,
if that was the proper term prediction of the falloff by
P&G s counsel who used to be on the advisory commttee,
indicating that his conpany's filings had gone way down
before we had any real reading of what was happening. How
is Shell, Kodak, Chevron filings conparing this year to
prior years if you have any feel for it?

MR. MJULLER: Kim Muller, Shell. Well, | think
our filings are going to be way up and we're going to be
way up in rmultiple classes. |In other words, we nay have
t he same nunber of applications, but we will be filing for
nore classes. W see our businesses infuse these
different areas. And the people that | have talked to
geographically from Houston al so believe that the filings
wll be --

MR. ALEXANDER: Today Texas, tonorrow the worl d.

MR. MILLER MW sense is that the econony is
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going to recovery slowy. But it really depends on what
segnent of the econony is going to recover. And if the
t echnol ogy segnent recovers faster than the old-1ine
conpanies, | think you'll see the filings go up higher
than you wll if the old-Iine conpanies recover faster.
That's ny assessnent of it.

MR STIMSON:. At Kodak | think our filings wll
remain the sane, but that's because they dropped quite a
bit a few years ago for tw reasons. One, because we
changed our brandi ng phil osophy to enphasi ze t he Kodak
brand rather than a | ot of new subbrands. That was two or
three years ago. For financial reasons, we're trying to
cut down on filing. So | think -- | don't see it going
down further in the comng years. But we're already at a
much | ower |evel than we were probably five years ago. |
certainly don't see it increasing.

MR. ALEXANDER: | think I commented that, even
as outside counsel, we see Hew ett-Packard do the sanme in

brand identification rather than proliferation. How about
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Chevr on?

M5. KORNFIEWCZ: | think that we're going to see
alot nore filing of existent marks in different places.
| don't -- you know, just com ng out of a nerger, there's
going to be a lull for us where people sort of regroup.
But | think that when period is done, | think there's
going to be a great deal nore filing.

MR. ALEXANDER: When you say "different places,"”
do you nean different classes or different countries?

M5. KORNI EW CZ: Both, both.

MR. ALEXANDER: Anyone else? | didn't nmean to
excl ude anyone. Thank you.

MR. CRAWFORD: Thank you. This is just to show
you the fee collections and the requirenents, the overal
fee collections. W'Ill talk alittle bit about the
surcharge and the way the surcharge plays out in another
slide. [I'Il conme back to it, the $100 nmillion carryover
as well, for you, M. Chairnman.

The Adm ni stration proposes a one-year surcharge
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that would begin in fiscal year 2003. It is part of the
President's budget. The overall amount of the size of the
surcharge is probably around 17 to 18 percent of the
patent piece, which represents probably 85 percent, is a
19-percent increase on the statutory fees.

On the Trademarks side, it's about 10-percent
bel ow the 10 percent. | believe that equates to about a
$15 mllion increase on the Trademark side just on renewal
and Section 8 affidavits fees.

Thi s surcharge generates in total about $207
mllion. The PTO gets about $45 million of that
surcharge. So when Comm ssioner Chasser was stating that
we were getting a hundred percent plus of our basic fees,
this is why she can nake that statenent. Because we got,
not only what we would normal |y have generated, but we got
an additional $45 mllion.

There is 162 mllion that does not cone to the
Patent and Trademark O fice. And those funds are going to

nmeet presidential priorities, Honeland Security, the
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econom c security, priorities of the Adm nistration.

We are |l ooking at a fee realignnent, especially
on the Patent side. | think on the Trademark side it's
still open as to what w || happen beyond ' 03.

But on the Patent side, they're very nuch
interested in looking at a fee realignnment that supports
the goals of the business plan. They want encourage
certain behaviors on the part of the applicants. So they
will be looking at, | think, fee realignnments that wll
nove themin that direction, their critical part of their
portion of the business plan.

MR. ALEXANDER: Is the 2.7 mllion for the
Pat ent and Trademark side?

MR. CRAWFORD: That's the total.

MR. ALEXANDER: So you're talking about a little
over 30 mllion on the Trademark side.

MR, CRAWORD: Actually, it's about 15 -- about
15 --

M5. CHASSER: Twenty.
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MR. CRAWFORD: Twenty ml1lion.

MR. ALEXANDER: Twenty. So less than the pro
rata of that 15 percent would be --

MR. CRAWFORD: Yeah. It's in that $20 million
range, | think; the $15, $20 mllion range.

MR. ALEXANDER: What is the rationale for the
surcharge on a self-funding organization? |Is it merely
that the 9-11 situation that everybody is going to --
every governnment agency is going to attenpt to contribute
to an econom c security?

|"mtrying to figure out. GCeneral taxes support
the econom c security program and we're an organi zation
that's not supposed to be paying taxes but is supposed to
be self-funding. I'mcurious as to the Adm nistration's
rationale for a surcharge when we already have diverted
funds from what we're paying.

Have you been given any theories supporting
their position? | realize it's not part --

MR CRAWORD: The Administration? And this is
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a public nmeeting; thank you for the transcript.
recogni ze that as well.

In very practical terns, | think a couple of
t hi ngs happened, Mles, M. Chairnman.

MR. ALEXANDER: Mles is fine.

MR. CRAWFORD: One, | really think that the
Adm ni stration wanted to make a statenment in support of
t he USPTO and sees the continued success of the USPTO to
be critical to a long-term econom c security of the
country. It knewthat it had to fund a plan.

And to its credit, it said to us, in the early
days, tell us what the requirenents are; don't worry about
noney; and then we'll make sone deci sions about noney. |
think the first thing is they were attenpting to support
the PTO  They understand the critical role of the PTO and
intellectual property.

The second part of the problemthat the
Adm nistration has is, up until this budget, it is going

to be the first budget in about three or four years where
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there is a deficit. W're back in the red ink. And |
think they're trying to neet the requirenents of 9-11
post 9-11, do the kinds of things that wll help spur the
econony, and at the sane tinme, reduce the anount of
aggregate red ink. The nore the Federal barring in the
mar ket pl ace, that, also, affects the interest rates that
the private sector gets as well.

So | think it was a bal ancing act of trying do
those things. But | think, nost inportantly, what they
were trying to do was signal their support for
intellectual property. They could have just as easily
taken 162 mllion w thout a surcharge. And we woul d have
ended up wit $50-, $70-, $80-nillion increase which would
not have given us the resources to entirely inprove
overal | performnce.

MR. PIRKEY: d arence, do you have any
i nformati on on how t hese nunbers, 19.3 and 10. 3 percent,
are cal cul at ed?

MR. CRAWORD: | suspect -- | understand how




16

1§

14

79

they were calculated. | think that with the Ofice of
Managenent and Budget representing the President, they had
a nunber of goals. And | think when they sat down and
| ooked at everything that was in place, funding us and
nmeeting other needs, | believe that's how, in part, that
nunber was derived.

MR. STIMSON. Do you envision a discussion by
the TPAC on this issue of the surcharge either at this
meeting or at a public neeting?

MR. ALEXANDER. No, | envision it at a public

meet i ng.

MR. STIMSON: Is that now or |later?

MR. ALEXANDER: | don't know when we're having
it. | was thinking of having it probably after Anne spoke

to put sone perspective on it. But | do envision a public
meeting entitling the public to know our questions and

vi ews, understanding that the Adm nistration has a certain
perspective in which the PTOis obliged to be loyal to it.

MR. STIMSON: | just wanted to nmake sure that,
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you know, if we're going to talk later. | didn't want ny
silence to be considered assent.

MR. CRAWFORD: Mles, this is the $100 mllion.

This is one of ny favorite slides. It's not necessarily
viewed favorably for others around town.

If we go to the far right colum, what you wll
see there is what the Ofice of Managenent and Budget is
giving us is $100 nmillions fromthe prior year. And then
you'll see that brings our total resources up to $1.6
billion. And with carryover, what they're, also, doing is
they' re reducing the carryover into the next year.

The effect -- let nme say it this way. |[|f you
| ook at the amount of carryover, it is clearly less than
what we've had in the past. This just underscores, again,
the need for a serious policy debate about the PTO com ng
to sonme closure about the PTO and its funding source and
how we' re funded now and into the future.

One of the issues that we have as an agency is

in mny ways we're like a factory. | don't want that to
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sound negative. And we're like a factory. And one of the
probl ens we have is not only getting access for funds to
do our work, it's also the unpredictability of the

f undi ng.

We have a good mark this year fromthe
President. But it in no way binds anyone to do anything
beyond ' 03.

"04, we start, again, with a blank slate of
paper. And we hope that they will, the Adm nistration and
t he Congress, build on what we have put out there. But
there is no coonmtnment. W only do annual budgets. So
there's no legal requirenent, or they can't really nmake a
| egal requirenent beyond this current 2003.

MR. ALEXANDER: Can you give us a ballpark
figure of how many hundreds of mllions of dollars of user
fees have not been returned to the USPTOto fund its
operations over the past years?

MR, CRAWORD: The figure would approach cl ose

to the $800 mllion range. |f you go back to the days of
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the surcharge in the early '90s and the increnment of the
funds that haven't been returned, it approaches about
probably close to $800 million over about a 10- to 1l1-year
peri od.

MR. ALEXANDER  You have about $800 nmillion
that's been appropriated fromuser fees to general
treasury purposes over the past decade, you would say.

MR. CRAWORD: That's correct.

MR. ALEXANDER: And if you put an interest
factor on that, it would probably be a billion and a half.

Wul d that be fair?

MR PRICE: It's a full year's budget for the

PTO.
MR. ALEXANDER: | wasn't trying to --
MR. CRAWFORD. | understand. | understand.
MR. ALEXANDER: | did not use "m sappropriate.”

| just said how nuch had been appropri at ed.
MR. CRAWFORD: The President and the Congress

are the ones that set the national priorities. And they
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w Il argue that that's what they've been doing over the
years.

| think that the key -- this is just a list of
chal I enges that we face, and Anne touched upon them And
we'll come back to thema little bit later in the day.

| think the chief issues, the first two, really
af fect the whol e organi zation but probably nore Trademarks
than Patents. W' re concerned about Patents and the
econony, but it appears that Tradenmarks are probably nore
affected and nore imedi ately affected by swings in the
econony.

That's a maj or unknown. |If we could figure that
one out, we could probably all go nake even nore noney in
ot her occupations if we could anticipate what the econony
woul d do.

The one piece on the legislation that's an
unknown that affects Trademarks in particular is what
happens if Madrid Protocol is enacted. There's an

addi tional funding requirenent that we would have to
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address if that were to happen. | guess you can specul ate
on the standing of whether that will happen.

And as | nentioned before, the issue with our
concern just froman overall financial standpoint is the
ability to adequately predict and have sone degree of
certainty of what our funding level is fromone year to
the next. It nakes Anne's job a heck of a | ot easier.

And the last itemthere is the Carlyle. W have
one nore piece of litigation right now that we're working
t hr ough.

Construction is underway. |'ve not been down
there. I1'mgoing to go down there shortly. | understand
we have 200 | arge dunp trucks a day that are carrying dirt
away. So we're starting to dig a very nice hole. W hope
to fill it with a building.

We're working now. W have a very good team
working on this project. W're working with the
contractors on finalizing some of the design. The first

of the buildings will conme online at the end of cal endar
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year '03, first of 'O04.

We're working with the Turner Construction
Conpany on a schedule. There are penalties in that
contract if Turner fails to neet the schedule. So we put
a nunber of things in there like that. But we're now at
the point of finalizing sone of the plans. And we'll have
that probably in the next nonth or so when the Governnent
can accept those schedul es.

Let's go to the next slide. I'msorry. Wat?

MR. STIMSON:  When woul d the Trademark
Qperations nove if the first buildings open at end of '03?

MR. CRAWORD: The schedule -- if you can
visualize our project, we're in nore or |less a horseshoe.
The Trademark buil di ng woul d be our center piece
buil di ng. That probably cones on |line about a year or so
after the initial building. So we're |ooking at in the
end of '04, first of '05. | can get that and let you
know. But it's about a year after the start.

We found, working with the contractors, that if
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they can work in sort of a horseshoe, when they bring the
heavy equi prrent up for construction, they just nove it
fromone building to the next rather than take it away and
bring it back. |It's nore economcal to sort of work in a
hor seshoe around. And that's what we we're trying to do.

MR. STI MSON:  And when woul d the nove be
conpl et ed?

MR. CRAWFORD: About 18 nonths fromthe
occupancy of the first building until the |ast.

MR. NI CHOLSON:. d arence, you nentioned there's
a litigation pending that you' re working on. |Is that
likely to inpact the schedule in any way?

MR CRAWFORD: Only if we lose. | think we're
i n good shape.

Again, it's the issues that are being raised are
| argely being raised by our current |andlord who was an
unsuccessful offeror in the contract. And what they would
like to be able to do is stop the Governnent from

provi di ng design plans for the contractor. They'd like to
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stop the construction.

MR. TOUPIN: Jim Toupi n.

MR. CRAWFORD: Qur General Counsel.

MR. TOUPIN: They sought a prelimnary
injunction in the Court of Federal Cainms. There's due to
be hearing on that in March.

MR. CRAWORD: Just a snapshot here on how we
fair.

This is our self-assessnent. | think our Under
Secretary stated -- | have to fully agree -- that this is
probably one of the better managed of the Federal
agenci es.

On the human capital side, we understand that
our wor kforce plan was approved by OMB and was hel d out as
bei ng sonmewhat of a nodel.

We have a couple of issues we need to | ook at
and we're going to | ook at over the course of the year.
And that's sort of the structure of the nonexam nation

conponents of our organization, making sure that it's flat
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as possible, making sure that we're shifting as many of
our resources into direct exam nation and direct service
to the custoner.

So that's going to be ongoing for the year.

MR. ALEXANDER: \What do the colors indicate?

MR. CRAWFORD: The colors indicate yellow The
red neans that there is a problem as |'ve nentioned. OVB
changed the standard on all of the agencies instead of 50

percent. So we have a red there.

It's not clear -- | think it's an inportant
thing to do. I'mnot sure that there's necessarily a
penal ty.

The yellow is the caution where we still have

sone issues to work through. W have actions underway
there. | don't see that as a problemin the financial
managenent .

As Anne says, with the cl ean opinions, our work
in activity based costing, we're in good shape there. W

just need to keep up the good worKk.
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On e-CGovernnent, it's mainly starting to deliver
on the Patents and the Trademarks initiatives. Wth that
we expect that to go to green as well.

And then the Budget and Performance |ntegration,
we're one of the few agencies that have truly integrated
performance and budget data. So we're in good shape there
as well. W have not been cited or had any conversations
with OVB.

MR. MULLER O arence, for the new people, could
you tell us what R, Y, and G stand for?

MR. CRAWFORD: | don't know that.

M5. CHASSER: Y is yellow

MR. CRAWFORD: Yellow -- I'msorry. Yell ow
Red, the R stands for red.

MR. MULLER  Oh, | see.

MR. CRAWFORD: This is not colored that is on
the screen now. | apol ogi ze.

MR. ALEXANDER: It's also for the old people.

M5. CHASSER: Red is bad. GOkay. Geen is good.
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MR. ORESKY: This is our own assessnent or our
OVB assessnent .

MR. CRAWFORD: Qur own assessnent. W' ve shared
it wth OMB and with the commerce departnent. And we
haven't received any push back. They're generally
satisfied wwth the overall managenent of the agency.

They' re focused, though, on us delivering on the goals in
t he busi ness plan and, on the Trademark side, the

e- Gover nnent conponent and to try to also inprove
productivity.

MR, ORESKY: But this represents the conposite
for the whole Patent and Trademarks.

MR. CRAWORD: Yes, that's correct.

M5. KANE: |'msure ours would be better.

MR CRAWFORD: |'msure it would be. Don't tel
my friends on the other side. Yes, | think you're right.

Thank you very nuch.
MR. ALEXANDER: Thank you, C arence. |If it's

all right with everybody, | think everyone has had enough
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coffee to take a ten-m nute break, and we'll recomence.

(Brief break.)

MR. ALEXANDER: | think al nost everybody is off
t he phone, including ne. So why don't we comence. And
Judge Sans is going to share with us sone insights of the
TTAB.

JUDGE SAMS: Thank you, Mles. |I'musually the
| ast person on the agenda with 15 mnutes to speak. |'ve
noticed the revised agenda puts nme well up the list and
with an hour. | don't know whether to be gratified or
alarmed by that. But | can assure you all that I wll not
t ake an hour.

MR. ALEXANDER: Well, the good thing is that you
started a hal f-hour |ate.

JUDGE SAMS: | assuned not.

Actually, in summary fashion, | can say that the
report from TTAB renmai ns, on the whole, quite good. Let
me have the first slide.

The first slide shows our goals, first of all,
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for fiscal year 2002. And our aimis to decide all cases
that are ready for final decision in 12 week and deci de
all notions, including notions for sunmary judgnents,
within 12 weeks.

As | reported at the last neeting of this
commttee, the TTAB has nmade sone remarkabl e progress in
reducing the time it takes to nmake final decisions and
decide notions. And the news on the productivity and
pendency thus far this fiscal year renmains good.

As this next slide shows, the pendency for final
TTAB Deci sions, that is the nunber of weeks it takes us to
cite a case once it becones ready for final decision
either by input on brief or by having a hearing, dropped
steadily over the least two years.

And as of the end of Decenber 2001, pendency
remai ned bel ow goal at 11.5 weeks. It is slightly higher
than it was in Septenber of '01, contributed to sort of
end-of -t he-year |eave that is taken around the holiday

time and use-it-or-lose-it kind of | eave that we have.
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Particularly with the senior people we have, they tend to
have a lot of it.

Next slide. W saw simlar results in the
deci sions on notions for summary judgnment. Over the |ast
year, the pendency for summary judgnent notions dropped
from 15 weeks to 14 weeks. And at the end of Decenber
2001, the Board was deciding sunmmary judgnent notions in
an average of 14.8 weeks fromthe tine they were fully
briefed and ready to deci de.

MR. ALEXANDER. Qut of curiosity, two questions.
One, when you have a 14-week average, what is the range
within what? What is the longest? What is the shortest,
| guess, basically to get at that average? And is it
aver age based on the nunber of cases, or is there sone
ot her net hod?

JUDGE SAMS: Well, we take the average of al
t he decisions that were issued during the particular nonth
time period and then take an average. The average woul d

be the highest nunber in that 14.8 weeks. |'mnot quite
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sure. Maybe Mary France Bruce coul d answer.

M5. BRUCE: | don't know that | can say exactly
what the highest nunber is. | will tell you this is
skewed by the fact that every once in a while an old case
gets discovered on the shelf and is brought to ne for
assignment so it was sitting a little longer than it
shoul d have. So, really, the average is not terribly far
of f what nost cases on the shelf are at this tine.

JUDGE SAMS: So that if we took a nedian, it
woul d probably give close to the sane --

M5. BRUCE: Yes.

JUDGE SAMS:  -- KF 14. 8.

MR. ALEXANDER: So this is the average tinmes for
t hose cases decided during a given period.

JUDGE SAMS: Right.

MR. ALEXANDER: Now, | don't suggest that this
is the case. But if there were a hundred cases that were
over a year old or being decided, they would incline to be

t he average.
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JUDGE SAMS: That's correct. But there are no
such pendency, such old cases. As | said, we sonetines
find an ol der one that for sone reasons has just surfaced.

But that doesn't happen very often.

MR. ALEXANDER: |s there a docket |ike Federal
court has, how many cases are over six-nonths old and over
a year old? Do you have any information al ong those
[ines?

JUDGE SAMS: W do have a report. | don't have

that report with ne. But we have very few that are beyond

MR. ALEXANDER: Aberrational.

JUDGE SAMS: Aberrational. Yes. Very few As
a matter of fact, we have very few total cases pendi ng.
There probably are fewer than a couple of dozen that are
pendi ng at the nonent.

MR. ALEXANDER: |Is the drastic reduction due to
the reduction of the nunber of cases that are being filed?

O the dropping from78 to 14, is that a pretty drastic
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dr op?
JUDGE SAMS: Right.

MR ALEXANDER: And what is that attributable

JUDGE SAMS: It is attributable, first of all,
to an increase in staffing. And we were allotted nore
staff (inaudible). W now have essentially doubled the
staff over the course of about three years to 16 of
interlocutory notions attorneys who are handling these.

We, also, made a concerted effort to get rid of
t he backlog. And that included not only assigning those
cases to interlocutory notions attorneys but assigning
them also, to judges to get the backlog worked off. Wth
t he conbi nation of factors, then, we were able to bring it
down.

MR STIMSON. It's true that in years of
i npl oring people not to file sunmary judgenents --

JUDGE SAMS: | hesitated to nention that, but

that's absolutely so. And we do have fewer being filed




16

1§

14

97

than were historically fil ed.

The next slide shows our projected filings. As
you can see in fiscal year 2001, that's the second colum
on the chart, our overall receipts 8,526 cases. This is
all sorts of cases, not only oppositions and
cancel l ati ons, but appeals as well.

That's a drop of about 8.6 percent fromthe
9,261 filings of fiscal year 2000. But our projection
nodel shows a rebound in filings over the next three
years.

And let me reiterate what | said at the |ast
meeting of why we think that's so. Qur projections of
oppositions are based on trademarks projections of the
nunber of cases that they expect to publish for opposition
over the next few years. And for those fiscal years '02,
'03, '04, Trademarks is still officially projecting
i ncreases, yearly increases, in cases published for
opposi tion.

Qur projections for ex parte appeals are derived
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fromrecent years appeals files and Tradenarks's
projections and new applications filed.

As Clarence's staffing and workl oad slide
showed, Trademarks, at |least for now, is projecting that
application filings will be flat in 2002 and increase at a
rate of 10 percent for years thereafter. And when we
apply all of those figures to our own workl oad nodels, we
see an upward novenent.

Now, obviously, if Trademarks adjusts its
proj ections, which may well happen, we wll have to assess
the inmpact on TTAB and on its resource requirenments for
keepi ng our goals, that 12 weeks as you saw in the first
sl i de.

MR. ALEXANDER. Has there been any inpact of
significance based upon dilution of grounds for opposition
and cancel | ati on?

JUDGE SAMS: We haven't been able to detect that
t here have been any increase based on dissol ution.

From a purely observational point of view, | can
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say that alnost all of the cases in which dilution is pled
as a ground for opposition, in alnost all of those cases
l'i kel i hood of confusion is also pleaded. So it is very
rarely a separately pleaded ground.

And so | don't think we have a significant
nunber of cases attributable solely to the dilution
jurisdiction that we have.

MR. ALEXANDER: Do you find that the dilution
clainms that are filed -- and going back to a talk that
Ell en gave at AIPLA -- indicating that, at |east to ne,
that sonme of the dilution counts bordered on what m ght be
Rul e 11 charges in Federal court? Are you finding that
there are sonme specious dilution clains that we have to
deal with?

JUDGE SAMS: The information which you're
alluding to was sone information | put together early on
after we first got our dilution jurisdiction to see what
ki nds of cases were being filed. And | put together a

list of the marks that were being pleaded as fanmous and
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mar ks agai nst whi ch they were chal |l engi ng.

MR. ALEXANDER: | think there were sonme 1, 700
dilution cases the first year and a hal f.

JUDGE SAMS: There were. There were sonething
i ke that.

| can only say that not very many have cone to a
final decision. So it's hard to say whether or not -- nor
on notion for sunmmary judgnment nor even on a notion to
strike. So we don't have any, let's say, determ nations
about any of them being frivolous in nature.

"1l have to concede that one of the reasons |
put the list together and tal ked about was that it was
curious to ne that there were sone marks bei ng pl eaded
that didn't, at least on the face of them seemto be very
f anmous.

But we have very few cases, as | say, that have
gone all the way to the final decision; although, we did
just issue a decision in Decenber.

As | nentioned, also, in our last neeting, in
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fiscal year 2001, the TTAB, |ike the Trademark exam ni ng
operation, saw a drop in total filings as conpare to
fiscal year 2002.

As you can see fromthis chart, the Board
recei ved 4,038 oppositions, 1,437 cancellations, 3,046 new
ex parte appeals, and 5 -- only 5 -- current-use
proceedi ngs. Those nunbers represented a drop fromthe
previous fiscal year, 2000, of 24 percent in opposition
and 8.5 percent in cancellations. Interestingly, a 14
percent increase in ex parte appeals over the proceeding
year.

Now, let's see what's happening this year.

The next slide shows filings for the first
quarter of the current fiscal year in red as conpared to
the first quarter of last fiscal year in blue. As you
see, opposition and cancellation filings of up, while ex
parte appeal filings are down and extensions of tinmes to
oppose are likew se fairly sharply.

Now, this reflects a good many applications that




16

1§

14

102

wer e published for opposition in the last few nonths. And
it, also, reflects, in the ex parte context, probably at
least a fall in the overall nunber of applications that
have been fil ed.

MR. ALEXANDER: Were any of these affected by
mai | probl ens?

JUDGE SAMS: Not to our know edge; not to our
know edge.

Before I want to open the floor to questions,
let ne say a few words about e-Governnent at the TTAB.

"1l give you nore about our progress on the

TTABI S set in a nonent.

But, first, | want to report just very briefly
on our work-at-honme pilot, which is going very well. W
now had up to -- we had seven judges, four staff

attorneys, and two paral egal who are participating. Qur
current plans, although it may be adjusted dependi ng on
what kind of hiring, if any, we do, would be to expand to

27 participants in FY 'O03.




1%

16

1§

14

103

| rem nd you that our adversary proceedi ng
i ndex, which we call BISX, or the Board Information System
I ndex, is now on our TTAB web page. This data base gives
status and a good deal of other information on current and
term nated proceedings. And we're still online with our
plans in FY '02 to expand the office's electronic filing
capability to permt the electronic filing of notices of
opposition, petitions to cancel, and extension of tine to
oppose.

MR. ALEXANDER: |s any of the work at hone
renmote from Washi ngton?

JUDGE SAMS: No. All of our people are in the
Washi ngton, D.C., Metropolitan Area.

Finally, the TTABIS, as | think this group
probably know, is the Board's new el ectronic workfl ow
system As | reported at our last neeting, TTABIS all ows
conplete electronic processing of files. All new papers
are electronically scanned and entered into the

appropriate electronic file and noved electronically from
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desktop to desktop for processing.

This new systemallows to us capture incom ng
papers at the tinme of delivery. It effectively elimnates
| ost and m smat ched papers, which has been the bane of our
exi stence for too many years, and mnimzes file novenent.

And we hope it will eventually allow public electronic
access to all TTAB files in the fairly new future.

In July of last year, we began a pilot which
i ncl uded 25 percent of our staff of |egal assistants,
paral egal, and interlocutory attorneys. W added a second
pilot teamand two judges to the TTABS pil ot in Decenber
of 2001. That neans that TTABIS is now bei ng used by 50
percent of our support staff and by two judges and ei ght
interlocutory attorneys.

One last e-CGovernnent-related comrent. Just
| ast nonth, for the first time ever, the TTAB held three
oral hearings by video conference, using video conference
communi cations facilities and |inks between the PTO s

vi deo conferencing facility here in Arlington and the
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video conference facilities at the Patent and Trademark
Depository Libraries in Detroit, Mchigan; and Sunnyval e,
Cal i fornia.

Three different panels conducted final hearings,
two ex parte cases and one interparty case.

This option -- | should say the reports were
very good and everyone who partici pated believed that it
went very snoothly and wi thout a hitch.

Qoviously, this option for oral hearings is
sonmewhat limted in that we still have only three |inks
between the PTO the three Patent and Trademark Depository
Library facilities that have these video conference
connections with the PTO

Nonetheless, | think it represents, at |east, a
first tentative step in the direction of the electronic
courtroom

MR. ALEXANDER. |Is there any reason why private
el ectronic -- not electronic -- but private video cannot

be used?
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JUDGE SAMS: | just don't think we're set up for
it. | don't really have the technical explanation for
that. 1t's ny understanding that there are sone
[imtations.

MR. PRICE: That would enornously expand the
ability to conduct hearings online.

JUDGE SAMS: Yes. And we will be follow ng up
on that.

MR. MILLER In interparty case, were the
attorneys in the sane place or were they renote?

JUDGE SAMS: One was here in Washington, or in
Arlington, with the Panel; and the other was renote.

There has been sone rel uctance anong sone

practitioners to engage in that kind of set up because

they're afraid they'll be at a disadvantage if they're not

in the roomwith the Board judges. W try to assure

people that is not so. W keep our distance even fromthe

peopl e who are with us, even though it's not physical

di st ance.
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M5. KANE: Isn't it nore of a feeling for the
reaction of the Board to certain things that the person
out of the room may not get conpared with the person in
that's in the roon? | don't think you would be biased one
way or the other.

JUDGE SAMS: | suppose there are sone concerns.

As | understand the way that the hearings were held --
and I was not one of the judges on these panels. But ny
under st andi ng was that the canera was set on the Board for
the nost part so that the people at the renote | ocation
could see the Board' s reactions to what was bei ng said.
But there was a canera that was occasionally on the
l[itigant's counsel.

Now, |I'mready for questions.

MR. MIULLER One of the things I find mssing
here fromthe last time I was on the Public Advisory
Commttee is the resolution of notions over the tel ephone.

Did that turn into a actual program and what's been the

success of that?
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JUDGE SAMS:  Yes. Back in 1999 -- well, first
of all, the programyou're referring to was a pil ot
programin 1998 with three interlocutory notions attorneys
doi ng nore tel ephone conferences with l[itigant's attorneys
than we had traditionally been willing to do then.

In the year 1999, after the program had been
going for about a year, we had those three interlocutory
attorneys give us a report on how they thought the program
went so that we could nake a deci sion about expanding it.

They had a very positive report. They found the program
to be sonewhat underutilized, though. But in those cases
where it was utilized, it was very hel pful, both to them
and to the litigants.

Therefore, in June of 2000, we published an OG
Announcenent in which we expanded the programto the
entire interlocutory staff, and for that matter the
j udges, anyone on the Board who was in a position to hold
a hearing; telephone conference, that is. And | believe

that it's a very successful program
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We are still getting the word out that it
exists. | don't know that everyone is confortable using
it yet, both inside and outside the office. But everybody
i s |earning.

| think, generally speaking, the litigants are
happy to have it. They can get things done faster. CQur
interlocutory attorneys are happy to have it because they
don't have to consider so nuch paper. As a matter of
fact, as the interlocutory staff is becomng nore famliar
with the process thenselves, they are instigating nore
t el ephone conferences thensel ves when they see that
sonething is either getting out of control or off track to
try get to it back on track

So, yes, | think it's a very successful program
We still are holding out a |lot of hope to expand it even
further once the word gets out.

M5. KANE: Is this an appropriate tine to talk
about a couple of the policy issues that are in the

briefing papers?
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MR, ALEXANDER: | think it is.
M5. KANE: | have a coment. One of the
suggestions, | guess, you're thinking about is taking a

| ess |iberal approach to granting extensions of
di scovering and trial dates. So | just have a comment on
that if you want to hear it. | don't know whether you do.

JUDGE SAMS:  Sure.

M5. KANE: | think one of the benefits of the
PTO practice and the opposition proceedings is in the
flexibility of the time schedule that permts sone
settlenments to be achieved that m ght not be achieved if
you were just saying, you know, the tinme is up and you
cannot extend it. | think people sonetines go to the PTO
with that in m nd because they don't want to be under the
gun of what the district court m ght inpose.

And | don't know why you would want to -- what's
the theory of being less liberal for those kinds of
t hi ngs?

JUDGE SAMS: | think that the theory was to
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avoi d abuse of the settlenent acts suggested that were
existing in our practice and causing |long delays in
getting through cases.

Now, a couple of years ago, as you are aware, we
publ i shed sonme new rules. And in conjunction with that,
pronmul gation of the rules indicated that we were going to
be a little tighter on granting extensions and,
particul arly, contested extensions. W have been.

M5. KANE: Right. Wll, | can --

JUDGE SAMS: And | assune that that's not what
you' re conmmenting on.

M5. KANE: |'mnot tal king about contested
extensions. |'mtal king about where the parties agree.

So if they want to take that tine.

JUDGE SAMS: And | believe that that's still the
operating principle.

MR STIMSON. David, | have a question on your
third-to-last slide, which is the first-quarter filings

conparing fiscal year '01 and '02.
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You and | tal ked about this a little bit before
the neeting about the relationship between the filing
vol une and the volume in the TTAB. And sone of it is the
delay that, | think you said, generally, the TTAB was
about a year or so lag behind filings. And that nay be
the answer to ny question.

But I'mjust curious. |If you |look at a nunber
of these neasurenents, oppositions, cancellations, and,
specifically, extensions of tinme to oppose, they've gone
up from'02 to '01. And yet the filings continue to go
down. Is that discrepancy because of the lag tinme and
t hese are based on the (inaudible) because, especially,
extensions of tinme inmposed |I think would be closer in days
to the applications>

JUDGE SAMS: Yeah. The short answer is yes. A
little nore conplicated answer is there was a period, and
"' mnot sure whether it's still going on or not. Sonebody
else can fill nme in on that.

But there was period in which the contractor was
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pushi ng through a | ot of cases for publication that have
been in the backlog and fromprior years. And those were
publ i shed at rates greater than we had seen theretofore;
and that is reflected both in the opposition filings and
in the extensions of tine.

Whet her that will continue, I'mnot quite sure.

My suspicion is that it won't at those |evels because |
think the OGs are com ng down in size sonewhat. But
don't know for sure.

Yeah. That's the explanation there. And as |
menti oned, the explanation, the only one that | can
specul at e about on the appeals, is that we're finally
begi nning to see a com ng down of appeals because of the
falloff in application filings during the last fiscal
year .

MR. STIMSON:  And we' ve heard about the 20-sone-
percent drop in applications |last year and so far in the
first quarter this year. Have you done any projections

for your anticipated volunme of oppositions in the next
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year or two?

JUDGE SAMS: Well, we're right now still using
the official nunbers that we're getting fromthe Trademark
operation. | expect those to be adjusted. And we w ||
have to adjust those.

MR. STI MSON. Does anybody expect to adjust it?

JUDGE SAMS: | woul d expect so. W'IIl have to
see what the filings actually are, but | would suspect so.

One point | would Iike to make, though, is, as
you see all of this work comng in, the oppositions and
cancel | ati ons, even though filings may be off, it's going
to take a while to work these things through the systens.

There are going to be notions filed and deci sions to nake
with respect to those. So our resource requirenments won't
fall off dramatically for a while.

MR TOUPIN. | can help out. W did a
conpari son to what happened at the TTAB last tinme there
was a fall in filings in the exam ning operations.

MR STI MSON: When was that done?
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MR, TOUPIN:. Early '"90s, | believe.

M5. CHASSER: There was only a three-percent
dr op.

MR. TOUPIN: Yeah, it was a nmuch snaller drop.
But because, precisely, you had this m x of opposition and
appeal proceedi ngs, which had sonewhat different patterns
-- although, appeals, |I think, fell one year; oppositions
rose in that year --there was never a fall off at the
TTAB.

So as Anne points out, this nmay prove to be a
nore dramatic decline. But nevertheless, the likely
effect of the TTAB probably won't be at the sane rate.

MR, STIMSON. So you're not saying, okay, in a
year we're going to see a 20-percent drop because that
wave is going to hit us.

JUDGE SAMS:  No woul d be the short answer to
that. |1'mnot saying that. And | think it would be
unli kely, given our past history, to say that.

MR, STl MSON: So it's not a direct correl ation.
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JUDGE SAMS: (oviously, all of our workl oads
ultimately depend on the nunber of applications filed.
But there are other conplicating factors, including sone
that -- purely anecdotal, but that |'ve been told by those
who litigate before the Board that in tough tines
sonetinmes nore options are filed because there's an
anxi ety about protecting the marks one has. And so that
there may not be a one-for-one falloff based on
application filings.

MR. ALEXANDER: O maybe even for aberrational
reasons. Joe, did you have a question?

MR, NI CHOLSON: He answered that. Thank you.

MR. ALEXANDER: | would chinme in with the
comment about not forcing two |arge corporations which
aren't ready to try something to go forward. | think
that's been counter-productive in Federal court. |
appl aud the concept of not granting extensions where one
side is trying to put sonething off and the other side is

ready to go.
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In the materials forwarded to us, there are key
vacancies in the unit section which says, "The TTAB has an
aut hori zed FTE | evel of 97. But because of budget
constraints, it now has a staff of only 82. Key vacancies
to be filed over the next two years are five
adm nistrative trademark judge positions and four staff
attorney positions. Qher vacancies to be filed includes
managenent support positions.”

My question is, if the falloff that is
anticipated and presently exists remains, would those
positions remain vacant in your opinion?

JUDGE SAMS: They well m ght remain vacant.

Now, if we have the funding to hire them and we believe
that they're necessary to naintain our pendency goals,
then we woul d, of course, go forward. To the extent that
we don't need them obviously, we won't hire them

And | should point out, too, that, even if we
shoul d need to increase staff in the short run and then

|ater on there's a falloff in work, one of the things that
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goes into the bal ance, also, is we now have seven

adm ni strative trademark judges who are eligible for
retirement in the next five years so that we could dea
with the requirenents of staffing to sone extent by
attritions as well.

MR. ALEXANDER: | should know this, but | don't.

| f sonebody retires, is it conparable to the Federal
bench where they can continue to serve in a senior status;
or do they retire and conpletely drop out?

JUDGE SAMS: They retire and drop out entirely,
unless there is a rare situation where they are hired back
as consultants and rehired anew. But that would not
probably happened under this scenario given the workl oads.

MR. ALEXANDER: There's an issue statenent which
we all have posed which was: "Should the USPTO pose a fee
schedul e that would allow TTAB to recover the full costs
of its operations. Fees collected for the TTAB service
recovered 19 percent of the full cost of operations of

fiscal 2001."
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" massum ng that 19 percent is TTAB fees. But,
in fact, the user fees fund the TTAB so that it is not
general governnent funds that go into TTAB but rather
USPTO user fees that finance the other 81 percent. |Is
that a fair statenent?

JUDGE SAMS: That is.

MR. ALEXANDER: |Is there any reason to increase
TTAB fees if you see, in light of the fact they're already
fully funded by user fees, as part of the process?

JUDGE SAMS: Well, | suppose in a way we just
wanted the input of this conmttee on whether or not that
is an acceptabl e nethod of approach to funding the TTAB
whet her or not fees that are paid for non-TTAB itens
shoul d continue at that rate to fund TTAB. And that's the
i ssue.

MR. ALEXANDER: An interesting question.

MR, STIMSON: |Is my math correct that that would
mean a five-fold increase in TTAB fees? Does that work

t hat way?
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JUDGE SAMS: | have not done the math nysel f.

MR. ALEXANDER: A little nore than five.

MR. STIMSON: Yeah, it's a little nore than 5
tinmes, | nmean, if it's recovering 19 percent now.

M5. CHASSER: | think the question was posed to
the nenbers to get feedback fromthe user comunity as to
whet her the user comrunity continues to believe that the
users of the system should support TTAB rat her than those
that are filing the opposition and no question about what
proportion and so forth but conceptually.

The way the funding is structured currently,
it's the applicants that are supporting, the general users
are supporting, the opposition process. And it's just a
phi | osophi cal question to get a read fromthe user
comunity.

M5. KANE: So a phil osophical answer.

M5. CHASSER: Well, we spent a lot of tinme --

M5. KANE: No, no. Very briefly. It seens to

me that the whole PTO structure here is for the
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applications. | nean sone of themmy file oppositions,
but they have the ability to do it. And so you file an
application to protect your mark. And part of protecting
your mark may be to oppose sonebody else's. And | think
it's reasonabl e to use those user applications fees to
aut hori ze that.

MR. PIRKEY: | agree wth that. Do we know what
per cent ages of the Federal courts are funded by Federal
court fees?

MR. ALEXANDER. The m ninmum | woul d expect.

M5. CHASSER: Right.

MR. PIRKEY: | would think that woul d be true,
also. So | would think this 19 percent woul d be
relatively high conpared to what we woul d expect.

MR PRICE: Yes. And | would suggest that
changing this fee structure in the TTAB m ght have
dramati ¢ and per haps uni nt ended consequences on the
bal ance of opposition or cancellation petitions filed in

the TTAB as opposed to actions filed from Federal court.
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It seens ny initial reaction is to think that
the present structure is appropriate.

MR. ALEXANDER: M view is nmuch the sane. It
woul d be prohibitively expensive, | think, to engage in
TTAB proceedi ngs that you have to fully fund by those
engaged in it. There is the argunent that sonebody that
never uses it could have a reduced application fee. But
we all know this is sort of like a marriage in which m ne
is mne and what's yours is mne type of concept that is
not going to decrease -- the Governnent is not going to
decrease the application fees if you increase the TTAB
fees in ny mnd. 1|'ve never seen the Governnent decrease
fees. So we're really sort of shooting ourselves in the
foot.

M5. CHASSER: | just wanted to point out --

M5. BERESFORD: We have decreased fees in the
past .

MR. ALEXANDER. W have?

M5. CHASSER: Yes, we have. | would like to
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poi nt out that the question wasn't all or nothing. It was
to nore fully support, not all or nothing. And I think
the conversation seens like it's going to whether it's
either all or nothing. And that was not the intent of the
guestion. Is that clear?

MR ALEXANDER: Yes.

MR. STIMSON. That was going to be ny point. |
think if the tinme came when there was a real financial
crunch, | think we should consider the possibility of
| ooki ng at users of the TTAB paying nore of the weight as
opposed to having, cutting, services el sewhere. Sonething
i ke that.

The inpression | get nowis that things are
wor ki ng pretty well now But | don't think this Commttee
is going on record saying that the 19 percent ought to
stay where it is. There ought to be sone subsidy. But I
woul d keep open the option, if needs change in the future,
of changing that m x.

MR ALEXANDER: | read this. | understand it
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was a question being put to us fromthe Ofice. | think
we've got sort of the input. And, Lynne, for ny
edi fication, when was the aberrational decrease?

M5. BERESFORD: We decreased fees in the '80s.
| think we went fromlike --

MS. strohecker: W went from 35.

M5. BERESFORD: Yeah, we went fromlike 375 to
-- 350 down to 275. And that's based on the fact on
i nconme and things of that nature.

MR. ALEXANDER: So that was about 15 years ago.

M5. STROHECKER  What you have to keep in m nd
is that we have to set our fee schedule and are told to
recover the expected cost or budget that we have for the
year. So it wouldn't be a net increase to the anount of
revenue that PTO woul d expect to collect.

In other words, the question is nore
appropriately stated: Should the fee schedule be set in
such a way as to nore fully recover the cost of services

bei ng provi ded?
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If you look at it fromthat perspective, then
the question that Anne had asked previously, should
applicants be subsidized to the extent that they currently
are, operations that are perforned by the Board.

MR. ALEXANDER. A fair statenment. Anything el se
on the TTAB before we nove on to our |ast norning agenda
iten? Yes.

M5. KANE: | just want to note agreenent with
what David had to say. |It's the opportunity where if the
crisis arose you'd want to think about it.

MR. ALEXANDER: Thank you very nuch, Judge Sans.

M5. CHASSER:. The plan was to go over sone of
the basic -- oh, excuse ne. Before | start, you'll see
Bob Anderson's nanme up there. Bob Anderson is not with us
t oday because he's in Boston with a brand new grandchil d.

So I"'msure you can all appreciate that, and so |I'm
stepping in in his stead.

MR. ALEXANDER: Convey our congratulations to

hi m
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M5. CHASSER: Let the record note.

Now, |I'mgoing to give you basic workl oad issues
in the Trademark operation. And then we have a series of
guestions that we want to pose to the Advisory Conmttee.

And you' ve all had the opportunity to review those
position papers and have had tinme to think about the
guestions that we will be posing.

The applications, as we have nentioned
t hroughout the norning, are currently 23-percent bel ow our
plan for the first quarter. However, our fee collection
is about 7.5-percent bel ow our planned revenue. We will
continue to nonitor our new case inventory, and we wll be
adj usting the nunber of exami ners that are on detail to
mai ntai n our pendency within our goal of the three-nonth
pendency.

|"mnot going to read the nunbers to you. But
you can see where we are conpared to 2002. You mi ght note
that examners first action in fiscal '01, 464,000 plus,

is the highest level of first action ever to go out of
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this office. And that's because | ast year we had the
opportunity to conpletely work down our backlog by the end
of the fiscal year.

So we have an awful ot of cases currently in
the inventory in the office. So while our first action
nunbers, our applications, are down by 21 percent, we
still have a trenmendous anount of work in the systemfor
anendnents, especially in the anendnent work. So what
we're doing is seeing a shifting of our priorities from
first action to follow ng up on the (inaudible).

Agai n, our pendency to first action, you'll note
that at the end of last fiscal year that we saw 2.7 a
month first action pendency, which is the |owest in 13
years in this office.

Now, the question is asked about |ast year. At
the end of the year, we saw a 2.7 which is bel ow our
stated goal of three-nonth pendency.

Under the current system of exam nation and the

fact that we are only receiving 29 percent of our
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applications electronically, in order for the systemto
work efficiently, we have to maintain about a three-nonth
pendency. And that has to do with the workfl ow

Qur goal in 2003 is to redo that by one nonth.
And that's with the expectation that we woul d have
80- percent electronic filings.

So right now our goal this year is to maintain a
t hree-nmonth pendency. And that, as you know, is within
the three-nonth range. So this year will be anywhere
t hroughout the year from3 to 3.9 nonths. And we will end
the year at the three-nonth |level or perhaps a little bit
bel ow t hat .

MR. STIMSON: What are the workflow realities if
you couldn't get the pendency down bel ow t hree nont hs?

M5. CHASSER: What? | didn't hear you

MR, STIMSON. | thought | understood you to say
that three nonths is about the m ni mum you coul d possibly
get because of workflow realities. Maybe | just

m sunder st ood.
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M5. CHASSER  Yeah. Well, we can, | believe,
get to the 270. You saw that. But, you see, at one
poi nt, depending on our staffing level, it's a matter of
mai nt ai ni ng a backl og enough so that we don't have peopl e
just standing there, waiting for work to cone through, but
just sort of keep the process flowi ng. Does that answer
your question?

MR STI MSON:  Yes.

M5. CHASSER: CQur goal for registration ful
di sposal for this fiscal year is 15.5 nonths. W have
al ready dropped that by about a nonth in the first
quarter. And what we wll see, as we start working back
t hese cases, is that that back-end pendency wll be
dr oppi ng.

Qur goal in 2002 is, as you can see, 15 nonths.
And our goal in 2003, again, the business planis to
reduce that to 12 nonths. So we're |ooking at, in '03,
based on our business plan, at two nonths first action;

pendency, 12 nonths to full disposal.
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MR, NI CHOLSON: Anne, do you do any conparative
studies with pendency issues fromother countries?

M5. CHASSER Well, | know that we have done
sonme conparative studies with our friends up north in
Canada. And the pendency in Canada is, | think to first
action, 14 nonths. And | haven't heard about the other
devel opi ng countri es.

MR. PRICE: And your goal of 12 nonths for
fiscal year '03 is, also, kind of 80 percent (inaudible).

M5. CHASSER: Right. Qur entire '03 budget is
structured wth the assunptions of 80 percent of
(i naudi bl e).

If you want to turn to the next page, our
staffing | evel.

Currently, some of the issues that are facing
us. W planned in our '02 budget for a filing | evel of
300, 000 classes. And part of our plan in '02 was an
attrition of 10 percent over the previous year.

What we are seeing is, one, the level of
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filings, of course, are decreasing and our attrition rate
is al nost nonexistent. |In the first quarter, we've | oss

only four people. And according to the plan, we were to

have an attrition of 10 percent. | think we should have

| ost an additional six individuals.

So when you | ook at our funding issue, part of
t he budgeting plan for '02, the retention and the
attrition factor was budgeted into the overall financial
pi cture.

MR. ALEXANDER. Anne, when you answered David's
guestion about 2.7 being necessary to keep the flow, that
was prem sed on the fact that you woul d have the sane
nunmber of exam ning attorneys and staff as you do now.

M5. CHASSER: Well, how we are managi ng that.
And | believe it was at our last neeting that we tal ked
extensively about our strategy in the first quarter.
Actually, it was to maintain jobs within the Trademark
organi zation. So how we've been able to manage that is

t hrough assignment of work detail to other organi zations
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within the PTO that support the Trademark m ssion for the
nost part.

There are a several positions over in the Patent
organi zation -- and, again, this has to do with the fence
around Tradenmark revenues. There are a nunber of
positions extended, | believe, over in the Patent
organi zation. And the Patent organization is paying for
t hose positions.

So how we judge how the detail programis
wor ki ng i s based on our first action pendency. And so
ri ght now, we have 90 exam ners out on various details,
tenporary assignnents, in other parts of the organi zation

W are maintaining a three-nonth pendency. So if we see
that first-action pendency go up, then we'll be pulling
peopl e from back fromthe details.

And, again, sone of these details, they're
rotating in ternms of four-nonth assignnents. So we have
the ability to keep shifting those positions with the goal

of maintaining a three-nonth pendency.




16

1§

14

133

MR. ALEXANDER: |Is the Patent side still hiring
exam ners?

M5. CHASSER: Yes, yes. Although the Patent
side actually is not experiencing the sane |evel of
attrition. | think it has to do wth the econony as well.

So their attrition is not as high as it had been in the
past. But the plan is to continue to hiring.

| think it is in 2002 -- what is the hiring
pl an?

MR. CRAWFORD: It wll be sonewhere in the 600
enpl oyees. |If we get the President's budget for '02, it
will be including an attrition distribution of about 900,
950. We hire fewer because right now the attrition rate
is ower, 800, 900 |evel.

MR. ALEXANDER: Howard, how many of the
exam ning attorneys in the Trademark side have an
engi neering background with qualifications to becone
pat ent exam ners?

MR. FRI EDVAN: | think the office has done sone
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st udi es.

M5. CHASSER | think we -- and correct ne if
I"'mwong. Onh, | guess -- | think we did an anal ysis of
the scientific or the technical background. W cane up
wth 26.

M5. STROHECKER  That sounds about right.

M5. CHASSER  And now the issue is whether the
exam ners woul d choose to transition over to the Patent
side of the house. W have 10 exam ners that are now
wor ki ng and detailed to Patent.

M5. STROHECKER: Well, we have 10 people who are
selected. But interestingly enough, only seven of them
have accepted. So we're still -- we'll probably nake
other choices if they're other qualified candi dates. But
that detail is set to start sonmetine late this nonth

MR. ALEXANDER: What is the conpensation
difference, if any?

M5. CHASSER: Well, it would be the sane

conpensation. |Is that correct?
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MR. CRAWFORD: It would be a little higher
because -- well, for detail, there's no change in
conpensation. |If they were to be reassigned, the Patent
exam ners are on the higher pay scale than the Trademark
att or neys.

MR. STIMSON: \What are sonme of the other
non-exam ners and projects? You nentioned seven in the
patent slide. But what sort of work --

M5. CHASSER: Well, just to give you a very big
pi cture, we have a nunber of detailees that are working in
the Ofice of Legislative and International Affairs in the
Ofice of the General Counselor. W have a nunber of
i ndi viduals on detail to ny office to work on the Madrid
Protocol inplenmentation. W have sone people at the TTAB,
in the Ofice of Financial -- in Clarence's office, and in
Human Resources. Were el se?

M5. STROHECKER W have sone people, in
addition to the ones that you nentioned in your office, we

have people working on quality inprovenent issues.
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M5. CHASSER: Ch, that's right.

M5. STROHECKER  Sone of the things that we have
al ways wanted to do but never really had the opportunity
to do. And we have peopl e working on other automation
i ssues, inproving the system getting us ready for
el ectroni ¢ exam nati on.

M5. CHASSER: Let ne introduce Debbie Cohen who
cane in a little late. And Debbie is another G oup
Director for the Law Ofices. And Debbie has been
chanpi oni ng the whol e program She's the one.

MR STIMSON. And to followup. |Is reassigned
right away (inaudible), or is it volunteer?

M5. CHASSER Oh, it's volunteer. W have not.

Any ot her questions?

W talked a little bit about the pattern in
filing applications. And one thing we know for certain is
that we're not able to really predict. But what we do is
| ook at the past to indicate the future.

And you can see fromthe line -- is that red on
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the botton? The red line, you can see that there's been a
drop. Now, when we | ook at other historic patterns,

again, we see them And, again, |I'mnot going to predict
the future because we're not able to predict the future.

But in 1999 we saw the sane pattern. And that
proceeded the highest |level of filings we ever received in
2002. So our current thinking is that our filings wll be
bel ow the projection. At the end of day, we don't know.
Ckay. Giff.

MR. PRICE: You may have nentioned this earlier
this norning. But do you have any prelimnary read on the
nunber of classes filed in January?

M5. CHASSER: It's too early to tell. But let
me say that our initial nunbers indicate that the January
filings are higher than Decenber. That's |ower than
Oct ober or Novenber.

M5. STROHECKER: That's true.

M5. CHASSER: |'Ill go ahead with the managenent

deci si on.
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M5. STROHECKER  Actual ly, all we know right now
is based on that materialization of file wappers for both
the paper and electronically filed applications. And
Anne's statenment is correct.

Based on the serial nunber account and prepaid
revenue, which also includes classes that are paid
additionally in addition to the new applications that are
being filed presently, it appears that filings for January
may go back up to the Novenber |evels. But we won't have
the actual fee-paid class count until we can get all those
applications that filed through January 31 upl oaded into
the (inaudible). That's where we get our information
from

MR. ALEXANDER. How woul d they conpare to the
prior January?

M5. STROHECKER  To the prior January?

MR ALEXANDER: Yes.

M5. STROHECKER | didn't do that cal cul ation

But as you can see on the chart, the prior January was
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probably about 20 percent or so higher than where we
currently -- no, nore than 20 percent higher. Probably
about 25 percent higher than where we currently are. So
we're still not -- we're still not bouncing back up so to
speak.

MR. PRICE: Based on what Cl arence said earlier
this norning, that neans that, in essence, the office is
still holding its breath --

MS. CHASSER: Absol utely.

MR PRICE: -- in terns of fee reviews.

M5. CHASSER: As C arence indicated, the next
several weeks are really critical because we'll be
approaching the six-nonth or half-a-year mark. And at
that point, we're really going to have to nmake sone
serious decisions based on the data that we have which
actually leads ne to the next slide.

Based on the information that we shared with the
Advi sory Commttee prior to the neeting, that you' ve al

had a opportunity to review in detail, what 1'd like to do
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at this point is throwit out to the user community to get
sone feedback and recommendati ons on what you think, what
your advice would be, in ternms of how you woul d advi se the
Agency in ternms of dealing with this issue. And if, in
fact, our filings do fall lower than the 300,000 to
anywhere between 210 to 255, what your advise would be.

So I'd just like to open the floor up for coments.

MR. ALEXANDER Wl |, Anne, before we comment,
what does the O fice believe the alternatives are?

M5. CHASSER: We have | ooked at a whole variety
of options. W have not nade any decisions on that. But
we have | ooked at the option, of course, of our human
capital issue. W' ve |ooked at, you know, the possibility
of maintaining the positions through this fiscal year. So
we' ve actually | ooked at a whole host of options on what
we coul d do.

MR. ALEXANDER. Do you have the job openings to
mai ntain the work force through the fiscal year with a

drop constructively occupi ed?
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M5. CHASSER: Well, the issue that presents
itself is nore than one issue, of course, the funding
issue. Do we have the resources to maintain those
positions? And based on -- and |I'll have Clarence junp in
on this point.

And, of course, the other issue is the workl oad
i ssue. Do we have enough work com ng through the door to
mai ntain? |f we have the revenue, then, of course, we can
continue this year on our plan in ternms of funding those
positions to other relevant positions that support the
Trademar k i ssue.

MR. ALEXANDER. So |I'msort of taking the
rabbi ni cal approach and aski ng nore questions than
answer. Have you considered alternatives of |ess than
full -tinme?

M5. CHASSER. Yes. As a matter of fact, we have
offered -- for many years, we have offered a part-tine
option. W have encouraged people to take sabbati cal s.

W' ve encouraged people to work part-tine. W are | ooking
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at working wwth the Ofice of Personnel Managenent on
early retirenent options. And we have explored all of
t hose options.

MR. ALEXANDER: |Is there the ability -- and |
guess Ceneral Counsel could answer this -- of mandating a
one- day-of f - a- week-type program or do the union contracts
affect that? O how do you --

MR. TOUPIN: Al of the above.

MR ALEXANDER: Ckay. So we can operate on a
clean slate as if there was nothing binding us, and we
j ust make suggesti ons.

M5. CHASSER: Right.

MR. ALEXANDER: The floor is open for
suggesti ons.

MR. PIRKEY: You nentioned earlier that filings
were down in the first quarter 23 percent, but fee incone
was only down 7 percent.

MS. CHASSER: Right.

MR. PIRKEY: |Is the key issue really the
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decrease in the filings or the decrease in fees?
M5. CHASSER: It really is really both issues.

It's the fee level as well as the downturn in filings.
Because, you know, on one hand, if the fee revenue was
comng in to support the budget for '03, then the decision
woul d be made that, rather than using that revenue to
support the personnel cost -- and 85 percent of our
overal |l budget accounts for personnel costs. And, you
know, that's benefits, salaries, and so forth.

So would we want to use that revenue to support
the human capital or use that revenue, redirect that
revenue, to use for other purposes within the office. And
then the other issue, of course, is there enough work for
the current level of staffing.

MR, PIRKEY: Wll, if you had adequate fee
i ncome, would you have sufficient detailing and
opportunities to occupy the personnel if there wasn't
enough work for themto do in the regular course of their

duti es?
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M5. CHASSER: There is always -- | nean, | think
that those that have had the exam ning attorneys on detai
wi |l be great proponents of continuing that wonderful
support that our fol ks have provided in other areas of the
office and | think, you know, building the infrastructure.

And we can always inprove our infrastructure. And that's
really what we've been doing on this issue.

MR. PIRKEY: One nore question. |If the
10. 3-percent surcharge gets enacted, that woul d be
effective when?

M5. CHASSER: In "03. It would begin in
Cct ober.

MR. ALEXANDER. C arence, do you have a conment ?

Go head.

MR. CRAWFORD: | just wanted to nention that if
you think about the issue, you need to think about it in
nmore than just one fiscal year, nore than this year but
next .

My judgnment is this year is nore of a workl oad
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versus incone. It could be inconme of the filings don't
pi ck up and the incone doesn't pick up

Next year, if we go through this year either
flat or below, then we have the potential of not only
havi ng a workfl ow i ssue, enough work, we, also, may have a
nmoney problemin the ability to pay the funding so far as
wel | .

So as you think about it, it's nore than one
year. You need to think about it in those terns.

M5. CHASSER: Now, correct nme if I'm w ong,
Cl arence, but about a third of our '03 budget comes from
revenues generated in '02.

MR. CRAWFORD: No. It's athird of the -- you
said '027?

M5. CHASSER: Yeah, the '02 fees carry over to
' 03.

MR CRAWCRD: It's $100 million for '03, from
the prior year. So the margin for error is going to be

hi gher .
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Then as we | ook at the issue, when Anne was
tal ki ng about the strategy of preserving jobs, which we
all want to do, we were, also, |ooking at a host of
econom ¢ assunptions that says that recovery woul d take
place in '02, perhaps in the first or second quarter.

| think both (inaudible) recovery off until for
the second half of the year, perhaps sliding into '03. So
t he econony seens to be slower to respond. And we need to
| ook, as Anne said, to all the options avail abl e and what
we woul d do.

M5. KANE: Getting back to Mles and his feeling
of being incensed, is there anything to do to get back
sone of these fees that are diverted in this type of
situation? |Is that just out of the question and we shoul d
forget it?

MR. CRAWORD: W have -- you say in fiscal year
'02? Fiscal year '02, this current year, we were able to
wor k out an arrangenent with the O fice of Managenent and

Budget -- and Congress allowed us to do it -- where we
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actually did sone of that. W nay have to | ook at that
again for '03. It's highly irregular that they would do
that. But they did help us out alittle.

M5. KANE: And then anot her perhaps nuch | ess
effective. The Madrid Protocol -- and | know you've got
fundi ng i ssues on inplenentation and all of that -- are
you consi dering charging nore application-wise for that
because, arguably, the applicant is saving noney
initially. And maybe arguably the applicant will be a
conpany that can afford it nore for that application.

M5. CHASSER: That's a good question. And |
don't think that we have really addressed that issue about
addi tional funding on Madrid Protocol.

MR. PIRKEY: Wuld the treaty permt that?

MS. BERESFORD: That's what | was about to say.

The treaty says that you can charge up to your nationa
fee for an extension of protection, but you can't charge
nor e.

M5. KANE: Ckay.
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M5. BERESFORD: So if you're tal king about
extensions of protection comng into the United States,
there's alimt onthat. Ohers that charge the U S. can
have a charge for sending applications to the
i nternational bureau, but that's really very much ki nd of
an admnisterial (inaudible) -- sone if the exam nations
are small. And that woul d be one place where, perhaps, we
coul d rai se revenue.

But we, al so, have sone constraints of having
our fees align with what we're actually doing. So there
would be limted, | think, capacity to have a high fee.

MR. PRICE: | have a question for Clarence. 1|'m
trying to put the figures that you described in context.
And | think you said that if filings are flat or down for
all of '"02, the problemreally is a workl oad problem But
| would assune that that's down to the |evel which you
menti oned before, which is 20 percent.

MR. CRAWFORD: That's correct.

MR PRICE: If it conplicates the problens.
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MR. ALEXANDER: We really need to face up to the
gquestion that C arence posed: |If the funds aren't there,
what is our recommendation. |'ve always been inclined
towards it's better to have a four-day workweek and nore
peopl e enpl oyed, recognizing that sonme people are
dependent upon their full income as a choice. O
alternatively, apply that to those who are the | east
seasoned and effective people, which is not necessarily
the nost junior person in all cases.

Do we have any sort of rating systemwth
respect to examners that would be a neritocracy that
woul d permt those who are the |east efficient, based on
sone rating system put on a | ower workweek?

M5. CHASSER: Sorry to interrupt, M. Chairnman.

MR. ALEXANDER: It's okay. It's hard to do.

M5. CHASSER: | think that there are -- and
those that are better versed in the union contract.
think that that's all spelled out based on union

requi renents and so forth.
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| mght note -- and | think we shared this at
our earlier neeting -- that in Septenber when all of this
cane to light, we elimnated our Productivity Incentive
Award program which was a bonus structure, to sort of
pul | back on some of the work. And then we, al so,
elimnated overtine. Those are two nechani sns we have to
sort of turn the spicket on and off. So we have been
exploring those kinds of options.

MR. ALEXANDER: Yes, { arence.

MR. CRAWFORD: Just for clarification.
Sonmething |l ess than a full day, a full-week's work, or a
mandat ed one-day-of f-per week or perhaps |aying off people
al together, require what we call an "adverse action."
It's an adm ni strating due process that enpl oyees have.
And, generally, the rules apply in ternms of seniority. So
the nore senior you are, generally, the better off you
are.

VWhat we have with the contract -- and, Howard,

you can help nme -- the contract describes sort of the
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process of how t he managenent and the union would have to
negotiate as to how we did it.

But the decision we do that -- and | sure hope
we don't have to go in that direction. A decision, if we
go in that direction, managenent woul d be the ones to
decide that. And we would have to work with the union in
terms of negotiating the hows.

MR. ALEXANDER: For those that just canme back on
or joined the Board, the general feeling of the TPAC --
and it's reflected in our annual report from Novenber --
was that we built up a very val uabl e workforce and
experienced workforce; and that our first desire was to
retain that workforce in the hopes that applications would
go up again, and we would not be hiring inexperienced
peopl e to repl ace experienced people who had to go
el sewhere for enploynent; and to take a look at it this
year to see whether that philosophy can be maintained as
|l ong as the budget permtted and workload permtted it.

And that was sort of the essence of our year-end
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report, everybody recognizing that six nonths into this
year we woul d have to take another | ook to find out, at
| east, where the TPAC cane down in recommendi ng a course
of action for the com ng year.

| think this may be a good tine to have our
l unch break and continue after |unch, unless you feel --

M5. CHASSER: No, that's fine.

MR, ALEXANDER It's 1 o'clock. And | would say

2:15 would be a good tine to get back together if the
Comm ssi oner agr ees.

M5. CHASSER: Okay. That's fine. | think we
have a | ot of issues to tal k about.

[ Lunch recess.]

MS. CHASSER: Before we begin wrapping up our
norni ng session, |I'd like to introduce everyone on the
Trademar k Advisory Conmittee. 1'd like to introduce Jon
Dudas, who is our new Deputy Under Secretary for
Intell ectual Property and Deputy Director for the U S

Pat ent and Trademark O fi ce.
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Now, we're very fortunate to have Jon join us.
Let me just give you a little bit of his background. Jon
nmost recently was -- actually, his experience, he had
practiced sone intellectual property law in Chicago after
graduating fromlaw school in Chicago and then canme to
Washi ngton and worked on the House Judiciary Committee
under Chairman Hyde, Henry Hyde, and hel ped hi m manage the
i npeachnent process. And he did such a wonderful job
there he was then elevated to work with the speaker, M.

Hastert, in managing the Floor activities for M. Hastert.

So he cones to us with pretty effective

managenent skills. | would say that anyone that can
manage -- what? -- 435 nenbers of the House can certainly
manage us. And so I'll just turn this over to you, Jon.

MR. DUDAS: Thanks very nuch. [It's a pleasure
to be here. | just wanted to stop by and introduce nyself
and thank you all and tell you how wonderful it is to be

here.
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As Anne as said, | had practiced intellectual
property law. | did primarily trademarks and tradedress
for a couple of years. So unlike a lot of folks that did
patent law, nmy intellectual property practical was nore on
the trademark side, a little bit of copyright.

MR. MIULLER  An honest i ving.

MR. DUDAS: But | ended up coming to the Hl
and working on a subcommttee on Courts and Intellectual
Property and worked on the AIPA. So you can i nmagi ne how
wonderful | feel that you' re neeting here and what you're
doing. It is sonmething that's nmuch needed and has al ready
been very productive.

| ended up at full commttee and proceeded to
work on intellectual property issues; but | did get
i nvol ved in the inpeachnent, and eventually the Speaker's
of fice, working on a broader array of things. And then
cane here. | was appointed just about a nonth -- about
exactly a nonth ago.

So | had told Anne and sone of you already heard
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this, and | probably shouldn't keep saying it because |'m
knocki ng nyself down. But | was pulled aside by a senior
menber of Congress very early on and told when you get
into a roomw th a bunch of people, you are going to find
that it's going to be find who is inportant and who is
not, who you need to listen to -- you just look at their

title. And the shorter the title, the nore inportant they

are.

So |'ve graduated nowto a 19-word title. So if
that tells you anything. Anne's the Comm ssioner. |'m
the Deputy Under Secretary and it goes on and on. | won't

even let you know. But if you have any questions --
M5. CHASSER: And | call him"boss."
MR. DUDAS: Anything to shorten it.

So if you have any questions of ne, 1"l

probably be in and out. | have another neeting. But |
wanted to stop in and say hello. If you have any
guestions for ne, please, let ne know, and |I'l|l be happy

to answer any questions you have right nowif there is
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anyt hing useful in that regard. But, otherwi se, | | ook
forward to working with you all.

Thank you.

M5. CHASSER  Thanks, Jon.

MR. ALEXANDER: We had | unch, but we, also, had
two itens of business, neither which were particularly
confidential; and we want to make them public. And one
was to try and schedul e the next two neetings while
everybody had their cal endars present and we could westle
withit.

And we've tentatively scheduled a neeting for
May 23 which would be from8 to 4. Half the neeting wll
be open; half will be closed for budgetary matters. And
t he second neeting schedul ed on August 14, which is
tentatively set from8 to 4, which will be an open
meet i ng.

W, al so, asked nmenbers of the TPAC for
preference for assignnents to the commttees that |

menti oned earlier in the opening session, which were the
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TTAB committee, which would be David Stinson and Si egrun
Kane.

Second comm ttee woul d be Devel opment Quality
Satisfaction and Mirale internal to the USPTO, which woul d
be Hel en and John and Howard and Law ence. The Custoner
Satisfaction Commttee would be Lewis and Kim And the
El ectronic Governnment Conmittee will be Giff and Joe.

And | think that covers our closed session
except for the ham and turkey and vegetari an sandw ches.

We' Il ask Anne to continue, who we cut off
earlier, with respect to the discussion and input.

M5. CHASSER: Just to follow up on this |ast key
issue. | wanted to get a feel fromthe nenbers of the
TPAC about what you're seeing in your own business in
terms of -- we did talk about that a little earlier but
just to get it on the record. Wat you're seeing in terns
of levels of filings and if you think that this node that
we're using in terms of what the potential |evel of

filings will be in '03 if that neets with what you're
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seeing in your business.

MR. ALEXANDER: | think we had the input from
t he Kodak people already. From outside counsel, it's
very, very difficult for me to tell. It would be Iike the

Russian Roul ette for nme to guess whether it's going up or
down or staying the sane. Anybody el se have any input?
Si egrun.

M5. KANE: | can second that. Sone business are
certainly down just because econom cally things are bad.
Sone are up Sso..

M5. CHASSER: \What sectors are you seeing up?

MR. ALEXANDER. The ones that are up for us are
reidentification people who are changi ng their nanes,
spin-offs, some conmuni cations fields. And a nunber of
conpani es are dividing up. And separate conpanies are
adopting new nanes for what's nornmally a division, and
they're registering in all classes.

But 1 PCs are really gone. The Dot Conms are no

| onger doi ng what they were doing before. People
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devel opi ng new busi nesses are still trying to patent
anything in sight, patentable and unpatentable, attenpting
to get nore for their conpanies with the idea nore patents
shoul d they ever go to the PO But trademarks are not
very simlar.

MR. PIRKEY: Mles, there's a record of this,
you know.

MR. ALEXANDER: | know. This is all comon
know edge, all common know edge.

M5. CHASSER: |If we can turn to the next slide,
t hen.

E- Gover nment Performance. And | think we
al ready agreed that our strategic goal for this year is 50
percent. At the end of the first quarter, we were at
29-percent electronic filing.

Now, while our work-at-home programis not
necessarily e-CGovernnent, we're able to take advantage and
nove our electronic, our teleconmuting, programforward

because of the capabilities that we have achi eved through
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our e-Governnent initiative.

at hone.

Currently, we have 90 exam ners who are worKking

Qur plan for this year is 110. And, currently,

at the end of the first quarter, we have 100.

Now, as a sideline, part of the workforce

restructuring plan, which O arence Crawford spoke about

earlier,

there is a recomendati on of those positions

which are eligible for telecommuting. And we identified

positions in each of our organizational areas within the

PTO.

O those that are eligible to work at hone, the
goal was to achi eve 25-percent work-at-hone tel ecomuti ng.
And that has to do with a -- is it a statute or

regul ation that is com ng?

M5. STROHECKER: It's a | aw

M5. CHASSER: It's alaw. And in the Tradenark

operation -- this isn't on the slide -- but 295 positions

wer e desi

t he total

gnated eligible for telecomuting. And right now

nunmber of participants in the Trademark
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organi zati on, which includes exam ning attorneys as well
as paral egal staff and sone other staff positions, we
currently have 122 working at hone. So the total
percentage of eligible enployees is 41 percent.

So we're, on the Trademark-side of the house,
way out in front of that as well.

But, again, we're able to achieve those kinds of
nunbers because of our other e-Governnent initiative
operations wthin the Trademark operation.

Next slide, please.

MR. ROSE: Anne, can | ask: Wat's the |egal
requi renent for the percentage of enpl oyees eligible?

M5. STROHECKER  For this year, it wll be 25
percent of all eligible enployees. So the Agency has to
first designate what position or jobs are eligible. And
then 25 percent of those are supposed to be working at
hore.

MR TOUPIN. And I'd like to correct that. They

don't have to be working at hone. It has to be avail able




16

1§

14

162

to themto work it.

M5. STROHECKER  Avail able; right. In our
Agency, though -- | nean, so far we've had everybody who
has been offered --

MR TOUPIN: |I'mnot sure that's across all work
ar eas.

MR ROSE: Is this a regulation that just
pertains to the Washington, D.C., area?

M5. CHASSER: It has to do with the congestion
pr obl em around D. C.

MR ROSE: | see.

MR, ORESKY: There is a 50-percent enploynent in
the law. That's for next year.

M5. STROHECKER  Yes.

MR, ORESKY: And it's Frank WIlt's bill, by the
way.

M5. CHASSER: He's a congressman from Northern
Vi rginia.

MR. ALEXANDER. What is the requirenent for
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wor k- at - home people that exists with respect to having to
conme in in order to interface with the office on training
and ot her things?

M5. CHASSER: Well, it actually depends on what
unit they are in wwthin the organization. It's different
requi renents dependi ng on the operational unit that you
report to.

Currently, right now, our work-at-hone attorneys
are required to cone in one or two days a week.

MS. STROHECKER: Most of themconme in two days
per week. W have a few of themcomng in one day a week.
And then those on the hoteling pilot programcone in to

work actually just four hours a week.

M5. CHASSER: We have our hoteling program
whi ch was actually part of our '03 subm ssion, in which an
easy -- it's built on the nodel of corporate
tel ecommuti ng, hoteling, where we would -- a sinple way of
| ooking at it is five people would share one office and

you nmake a reservation
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And our goal is eventually, if this is a success
program to actually return office space back to the
corporate side of the house and use the sane revenue to
redirect it towards our e-Governnment initiative. So this
IS a very positive program

Moving along to the next slide. Oh, this is it
here. | wanted to talk about this.

Just to give you a chart on where we are in our
other areas of electronic filing. You can see that, with
t he ot her subsequent forns, we're not having the sane
| evel of success in terns of filing electronically;
al t hough, the SOUs and the extension of tinmes are
beginning to pick up along with the affidavits. Giff.

MR, PRICE: What tinme period is this slide
rel ated to? Decenber '01?

MS. STROHECKER:  Yes.

M5. CHASSER: Yes. Now, | wanted to review
briefly wwth the TPAC sonme of our e-CGovernnent offerings

t hat we have achi eved to date.
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O course, we have our trademark el ectronic
application system known as TEAS, is the centerpiece of
our electronic e-Governnent offerings to the custoners.

Recently, October 1, we initiated two new
paynment options, electric funds transfer. And with the
deposit accounts now, they're processed in real-tinme which
was a problem before where applicants would file their
application and the deposit in the account was not in
real-tinme. So the application could be processed, but
then a couple of days later we'd find out that there
weren't funds in the deposit accounts. So then it would
be bounced back. So now all of the paynent options
avai l able, three different paynent options, are in real-
tine.

The el ectronic capture of new applications,
paper and electronic, since April of 1999. W are
scanning all incomng applications and correspondence to
the office. W're in the process now of working on a

pilot to capture electronically all outgoing
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correspondence, office actions, et cetera. So this is the
begi nning of creating the total electronic file managenent
system And that should be com ng on-line shortly. |I'm
| ooking at our Chief Information Ofice.

MR. BOURGEO S: Plans are being reworked, |
t hi nk.

M5. CHASSER: El ectronic publication of the
Oficial Gazette. | hope all of you have had an
opportunity to visit our web site and |look at the Oficial
Gazette which appears. W have five issues of the
Oficial Gazette available on our web site. It's in PDF
format, downl oadabl e, and searchable. And that was
| aunched this spring. And our goal, eventually, is to
offer the Oficial Gazette only electronically. And we
don't have a tinme franme on that.

But we're hoping that the public acceptance of
that and use of the searchable format will really attract
custoners. It's really a -- | hope all of you have had an

opportunity to look at that. It actually |ooks like the
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Oficial Gazette as you pull up a page and so forth

M5. KANE: Does that get open to public conment
t hat proposal, or is that an in-house decision?

M5. BERESFORD: |If we only publish it
electronically, they're be a Federal Register Notice.

M5. CHASSER: On-line access, of course, to the
Oficial Gazette and all registrations.

We have all on-line searching of all trademark
data and the status of all pending applications. And
that, again, is available to anybody in the world at any
time, day or night. And that's all free and avail abl e
t hrough our web site.

Sonme of our conmtnments that we are | ooking to
bring on board within this fiscal year would be additional
el ectronic forns available on the web. W're | ooking at a
Change of Correspondence formwhich will -- where you can
actually, you know, input the information electronically;
and then all the records for that correspondence woul d be

changed automatically.
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And we're in the process of |aunching this year
an O fice Action formelectronically as well a Response to
O fice Action.

There has been sone concern about the format
that our offerings have been presented in, and that's
HTML. And we're looking at bringing in the XM format.

| talked a little bit about the capturing of
data i ncom ng and out goi ng.

El ectronic publication and distribution of the
TMEP. We're in the final stages of review through our

General Counsel's office. And, again, our Trademark

Exam nation Practices will be avail able on-Iine,
searchable format. It is very cool, | have to say.
And the beauty of this electronically -- again,

it's web-based, and we will be able to update this on a
much nore regularly basis. And so we think that this is a
tremendous service and tool back to our customners.

And then we have tal ked about delivery of

el ectroni c exam nation through first office action.
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Agai n, that's correspondence back, and where our exam ners
are actually pulling the information fromthe electronic
data for office action.

MR. MIULLER  \What about exam ner's anmendnents?

M5. CHASSER: Yeah, that's one of the forns
that's comng out this year. |I'mlook at Craig for that.

s that correct?

MR MORRIS: That's a conponent of the
(it naudi ble) Ofice Action form

MR. NICHOLSON: It's ny understanding that sone
exam ners are now al ready issuing office actions --

M5. CHASSER: Yes. W --

MR, NICHOLSON: -- electronically. |Is that
vol untary?

M5. CHASSER  Yes, we have three e-Commerce Law
Ofices. And the examners in the e-Commerce Law Offices
was on a voluntary basis. And part of the requirenent for
this voluntary -- volunteer -- assignnent was that that

you woul d communi cate electronically with the custoner if
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t he customer so choose to.

M5. KANE: WII| the new TMEP adhere to the sane
type of paragraph cites?

M5. CHASSER: It | ooks very much |ike the old
TMEP. But it's much for user-friendly and adaptable in
terns of --

M5. KANE: So if you go to cite sonething, the
par agraph nunbers don't expect to be changed or not.

M5. BERESFORD: It has been reorganized. And
there are changes in the paragraphs. That's correct. The
ol d TMEP par agraph nunbers will not necessarily be the
correct one.

M5. CHASSER. So | gave you the wong
information. But the searchable feature -- | nean, |
think you will really enjoy working through it because --
| was very inpressed.

MR. ALEXANDER  \What was the reason for not
followi ng the old paragraph systen? Do you have new

sections init?
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M5. BERESFORD: We have sone new sections. W
al so, have large parts that will be del eted because they
were out of date and they're no longer relevant. W're
al ways, believe it or not, trying to reorganize it into
being a nore user-friendly and sensible docunent. So in
that spirit, there were sone changes nade to consolidate
sections, et cetera.

A lot of the chapters follow nuch the sane
outlines, but there are changes in sone chapters.

M5. KANE: When do you expect this?

M5. CHASSER: Well, actually, we're hoping --
| ooki ng at Ceneral Counsel, because final approval cones
fromthe Ofice of General Counsel. So shortly.

M5. BERESFORD: In ny notes | say, hopefully,
we're to start putting it up on web by the end of this
month. W have all -- | think -- Jim we have al
chapt ers approved except for one.

MR TOUPIN. W're down to right at the end.

MS5. BERESFORD: Yeah. So we're already

by
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converting the chapters that we have into the format, the
PDF format, that they'll first appear on the web site. So
we're ongoing wth the process of getting it ready to be

presented electronically on our intra- and internet sites.

M5. KANE: And will it becone able in paper
for nf?

M5. CHASSER: There are nany fornms and services
out there that will be provided electronically. And we
will forward it to the Government Printing Ofice if
there's a demand, and then they can print the copies for
us. Plus, they're be available at the Patent and
Tradenmark Depository Libraries as well. GCkay?

| want to be sensitive to tine. This is another
poi nt where we want to get sone input fromthe Public
Advi sory Comm tt ee.

We talked a | ot about a five-year business plan,
and we tal ked about our goals. And the expectation from
our stakehol ders on Capital H Il and OMB is that we would

deliver our electronic workplace by 2004.
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Based on that, our expectation is that we need
to achi eve a 50-percent electronic filing by 2002 and 80
percent by 2003 and thereafter.

What we wanted to do is get some input, given
that the stated option to the M word, "nmandatory,"
electronic filing. W'd just like to hear fromthe TPAC
on your recommendations on how we m ght be able to
i npl emrent the el ectroni c workpl ace by 2004 absent
mandatory el ectronic filing.

MR. ORESKY: Does it look |ike we're on track
with the 50-, 80-percent nunbers?

M5. CHASSER: R ght now, we achieved, as |
reported, a 29 percent at the end of the first quarter.
We actually saw sort of a leveling off at about 25 percent
where we didn't see nmuch gain for along tinme. |It's hard
to say what that junp of 4 percent neans, if that's the
begi nning of the next trend. It's hard to know.

MR. ALEXANDER: Let ne go ahead and state the

three questions as they were given and as | understood
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t hem

One, "The nenbers of the TPAC agree that the
USPTO approach to rely on information technol ogy to
deliver services and information to support changes that
result in increased use of electronic filing and
communi cati ons. "

That's just if you're in favor of it.

Second question: "Do nmenbers of TPAC support an
increase in filing fees for filing paper applications?"

And the third question is: "Should USPTO
proceed with the proposed rule to require electronic
filing on a phased-in basis."

| think everybody here has previously expressed
the view that they're in favor of electronic filing with
exception of the two brand new people who were not on the
TPAC before.

So you have past input. And | guess the issue
fromthe two new nenbers if they have any differences.

And that probably should be expressed or if anybody's
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changed their m nd about general approval about pronoting
el ectronic filing.

MR. MIULLER  Well, 1'll start by saying I'm
highly in favor of electronic filing. Anne and Bob and
Craig canme down to Houston on Septenber 6 and gave a
presentation on electronic filing. And | think everybody
was highly excited about it in the Houston comunity. And
| hope that they've seen an increase in electronic filing.

| would be nore interested in what are the
barriers to people filing electronically and understandi ng
those. Because, | nean, | can't perceive them 1'd like
to understand why people don't file electronically.

MR. ALEXANDER: Inerti a.

MR. MIULLER  That's another point. | wonder,
when PTO goes out and gives these prograns in the country,
if they see an increase in the electronic filing in the
geographic areas after they've been there.

MR. ALEXANDER: You had one in Atlanta. Anne,

what is the response? Has anybody tracked whet her you had
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i ncreases in Houston and Atlanta and ot her areas that got
prograns? Boston? Chi cago?

M5. CHASSER: | know that we were going to
followup. I1'mlooking at M. Mrris over here. Are we
able to track that yet? No. No, we haven't.

| have to say, though, part of our strategy is
to, first of all, make the system so good and so efficient
that people will want to use electronic filing. And then
we have, al so, been going all over the country pronoting
it. And we will continue.

W have quite a full schedule this sumer -- |
mean this --spring -- to pronote electronic filing. And
the response been very favorable. But | don't know that
we have the statistical information other than there's
been a bunp from 25 percent to 29 percent in the first
quarter.

MR, PIRKEY: Well, | heard Craig's presentation
in Los Angeles the other day. And | gather there's

another barrier to the electronic filing fromsone of the
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guestions that were asked in L.A. And they have to do
with practitioners that have the feeling that their fee is
not justified if it's done electronically. And I think
that nmay or could be a real barrier for a |ot of people,
particularly, the small clients and conpanies filing
electronically. | don't know whether the --

M5. KANE: You nean the fee charged by the PTQ
or their own private fee?

MR. PIRKEY: | perceive this. | don't know
whet her there's any reality to that or not. Just fromthe
fact that there's a reluctance.

M5. CHASSER: Well, | think it was -- | don't
know whet her | should speak to that or whether to --

MR. ALEXANDER: We have found no -- at least in
large firnms, we perceived no difference in the client's
perception of the value of the work, electronically or
otherwi se. But | can see where a small practitioner, a
nmom and- pop-type operation. W'd |like to give them

sonet hing as hard evidence that they have to show their
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client and have hard copies of everything in front of
them And, of course, that can be done electronically as
well. Just print it out and send it to them

MR. PIRKEY: | was just curious as to whether
this is a real issue.

MR. ALEXANDER: | found, at |east, subsequently,
this is nore in terns of paynents and ot her probl ens.
There are still some problenms with electronic filing that
have to be ironed out. And it sort of explains the fact
that either |INTA or ABC, none of the major organizations,
are you yet in favor of making it mandatory as |
understand it at this time? They want to | eave open the
possibility (inaudible) of making it nandatory at sone
poi nt .

MR. MIULLER Is there any precedent in the
Federal Governnent that people are required to file
el ectronically other than are not allowed to submt paper
copi es? Does anybody know?

M5. CHASSER: Yes. Wthin the governnent, the
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SEC requires mandatory electronic filing. And we have
noted that many of the courts are now requiring, Federal
Courts, are requiring mandatory electronic filing.

Karen, were there other?

MS. STROHECKER: There were state courts
primarily in the State of California. And there was a
state court in Texas that was mandating a certain type of
file. W did a bit of research just to see whether or not
that was, in fact, true.

But it clearly appears to be a trend that the
court system has recogni zed that, for filings of
docunents, especially |arge docunents, that it facilitates
t he process.

MR. ALEXANDER: And once in a while there -- has
no paper files. Siegrun, did you get fromthe general
feeling that it --

M5. KANE: |I'min support of the general
concept. I'mnot sure I'min support of a mandatory

appr oach.
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MR. ALEXANDER: The second questions was: "Do
menbers of the TPAC support an increase in fees for filing
paper applications and responses?" The flip side of that
is the reduction of fee for electronic filing is not
ment i oned.

M5. CHASSER: Well, | have to adjust that.
Because, first of all, the overall strategy would be to
charge the increased cost of processing paper over
processing information electronically. And then once we
have a history to see, you know, what that would bring us,
we woul d eventually | ook at |owering the cost of
el ectronically filed applications.

MR. MIULLER | hope we consider our treaty
obligations in association with that because | don't know
if we're allowed to charge for paper copies under such
treaties.

M5. CHASSER: W have investigated it, though

M5. BERESFORD: | don't think there's a problem

as long as we charge everybody for filing paper.
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MR. ALEXANDER: A nondiscrimnatory rule. Does
anybody el se have any thoughts about this here?

M5. KANE: | really can't articulate this too
well, but I think there is sonmething wong with charging.

Maybe it's because | think that a smaller practitioner is

going to be the type that would be using the paper filing
nore and so he'd be at a disadvantage. | don't know.

M5. CHASSER: Well, one of the requirenents in
our rule, our proposed rule that we floated, is there is a
provi sion for those who don't have access to the internet
that they wouldn't be obligated to file electronically.

M5. KANE: How woul d you police that?

MR. ALEXANDER: Affidavits.

M5. BERESFORD: But they would still pay the
f ee.

MR. MORRIS: Actually, our experience has been
the opposite in terns of it's the solo practitioners
really are the ones that are the big electronic filers.

It's the big law firns that are saying, oh, we have a | ot
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of different issues to deal with. W've seen a |ot of
smal | practitioners say that electronic filing for themis
truly the only way to go.

MR. MULLER  What's the situation with patent
filings when you indicate that you're going to file
outside of the United States? 1In other words, when you're
going to post your patent in 18 nonths, is that mandatory
that you file like that?

M5. CHASSER: No. And | really can't speak to
the Patent side of the house. The Patent electronic
filing -- we're a little further ahead where we are than
the Patent side of the house. So | can't really speak to
what the requirenents are.

MR. ALEXANDER: Any ot her thoughts on increased
fees for paper filing? |Is the silence to be taken as
support or opposition to the concept?

MR STIMSON. | think we're already in agreenent
with this.

MR NI CHOLSON: | don't think our views as a
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whol e has changed.

MR ALEXANDER:  Ckay.

M5. KANE: W, previously, have gone on record
as appointing higher charges for the paper filing.

MR, STIMSON. As long as there's not going to be
i ncreased cost in order to send --

M5. KANE: And then when would you start -- what
kind of a base would you be | ooking at for decidi ng what
the increases cost woul d be?

M5. CHASSER: In terns of determ ning what the
cost woul d be.

M5. KANE: Yes.

M5. CHASSER: W actually have -- O arence
Crawford tal ked about our exanple on activity based cost
accounting. And so we're able to actually go back and
track what it cost us to process paper versus electronic.

M5. KANE: Do you have an idea now?

M5. CHASSER: | don't know if |I'm prepared right

now to say publicly what that is. But, certainly, if we
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nove forward with this, we would do this through the

Public Register Notice to the public.

MR. ALEXANDER: Is it |l ess than doubl e?

M5. CHASSER: Oh, yes, considerably |ess than
doubl e.

MR. ALEXANDER: Now that we've played twenty
gquesti ons.

M5. CHASSER: It's bigger than a breadbox.

MR. ALEXANDER: Let's nove on to the third

guestion which was: "Should the USPTO proceed with the
proposed rules to require electronic filing on a phased
basi s?"

| think we cane to the concl usion we were not

going to recommend it imediately. And a phased basis, of
course, can be 10 years or 2 years. And that's a
difficult question. Any thoughts on that?

M5. CHASSER: To clarify that, if I mght. Wen

we | ook at the opposition to electronic filing, oftentines

it has to do with signature issues and attachnent of
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speci nens under the current protocol that we have.

Fifty-five percent of all of our filings are I TU
wordmark filings. And so we're talking in terns of a
phased-in approach. It would be, perhaps, that all ITU
wor dmar ks woul d be required to be filed electronically and
then sort of phase -- you know, force people to start
using the system and be confortable with it. And then,
eventually, we'd nove into the other kinds of narks.

So that's really what we were thinking.

MR. NICHOLSON: |Is that 60 percent your
experience wth electronic filing or filings overall?

M5. CHASSER: Overall filings.

MR. NI CHOLSON: Do you have any sense for
different types of marks that being are used for
el ectronic applications; are there any?

M5. CHASSER: | don't know. Does anyone know?
The question is what kinds of marks are being filed? Are
t hey new spacemarks or |1 TU on our electronic applications?

M5. STROHECKER  The nunber is slightly greater
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than for overall. |It's slightly above 70 percent that our
filed with the intent-to-use basis, |less than 30 percent
use. And, overall, it's about 68 percent. So it's just a
mar gi nal difference between paper and electronic filing.

M5. KANE: So what do you do with the
speci nen-of use situation?

M5. CHASSER: That's protocol with the
(1 naudi bl e) attachnent to the file.

M5. KANE: And you're thinking of not accepting
the mailing date for the paper application as the date; is
that correct? Do | understand that correctly?

M5. CHASSER: One idea that actually was
presented is -- the rule that was published for public
comment was to elimnate the 110 so that you essentially
woul d create an even playing field for all. The
application reaches the office, be it electronic or be it
by mail. Now everybody would have the -- there would be
preference for the certified mail. And, actually,

comments fromthe public, we got very little response from




16

1§

14

187

that comment to that.

M5. KANE: Aren't you actually not creating an
even playing field, but you're penalizing the nmailings?

M5. CHASSER: No, because there are options
avai | abl e.

MR VOCE It's available to file
el ectronically (inaudible).

MR. ALEXANDER: Maybe nore static than anything
el se. Either you' re rewarding or penalizing arguably,
dependi ng upon your viewpoint. But it's clearly an
incentive to file electronically. And it may even be a
mal practice concern to file electronically.

M5. KANE: You nean not to file electronically.

MR. ALEXANDER: No. Malpractice if you fail to
file electronically.

M5. KANE: Yeah. And that's actually getting
exactly at what | was really concerned about.

MR. ALEXANDER:  Sonebody cones in a day before

you do, and you didn't file electronically.
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M5. KANE: That's right.

2

ALEXANDER: And you've got a |lawsuit.

M5. KANE: That's right. And that does trouble

MR. ALEXANDER: Again, would there be an

exception for sonebody that did not have access to the

internet so that they would get the mailing date?

M5. BERESFORD: There's an exception to using --

in the proposed rule, there's an exception for those who

didn't have access to the internet. Yes.

M5. KANE: | think you need to do an awful | ot

of conplicated educati on.

real ly,

poi nt ..

MR. ALEXANDER: Mbre | awyer educati on.

M5. KANE: Well, that's what | neant. But,
there are a |l ot of people out there.

(G oup speaking.)

MR MORRIS: | think you need to clarify that

MS. BERESFORD: Ckay. The proposed rule would
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gi ve an exception for filing on paper for those who didn't
have access to the internet, but 110 woul d not be
avai | abl e.

MR. PRICE: You nean 110 woul d not be avail abl e
for the filing of any trademark document under the
proposed rule that we commented on | ast August.

MR. ALEXANDER: That is nore troubling, | think.

Siegrun is, anyway.

MR. MULLER Do we know what percentage of cases
are filed under Paris Convention electronically? | assunme
it'"s going to apply to those based upon a foreign
certificate.

M5. STROHECKER  Actually, we get a slightly
hi gher percentage of foreign-filed applications
el ectronically than we do even on paper. | couldn't give
you the exact percentage right off the top of ny head.

But | could certainly find it and --
MR. MULLER: Well, | assune that the

requi renent, the phase-in requirenment, would eventually
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get to the Paris Convention. And we would be requiring
people filing under the Paris Convention to file
el ectronically.

MS. BERESFORD: Not as long as we're nenbers.
The Trademark Law Treaty requires that we accept any
application fromother trademark |aw treaty nenbers if
it's filed on paper. So as long as we're a nmenber of that
and we have a foreign-filer exception to the new Paris
Rul e that we published for comment; so Paris Convention
menbers in general would have that exception.

MS5. CHASSER: Yet our experience shows that a
hi gher percentage of those --

M5. BERESFORD: -- file electronically.

M5. CHASSER: Yeah, we | ook at -- they're about
15 percent of our applicants are non-U. S. applicants. And
of that, 15 percent, a higher percentage, file
electronically. So we're tal king about --

MR. ALEXANDER: Does the foreign applicant get a

mai | i ng date?
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M5. BERESFORD: They get the date of the filing
that the electronic file arrives here. Foreign applicants
only get benefit of 110, of course, if they' ve mailed
their form their application, through the United States
Postal Service using the Express Mail. Oherw se, they
don't get a date certain.

MR. ALEXANDER: WII they continue to get it
after the U. S. applicants does not get it?

MS5. BERESFORD: No. 110 has no |l egal obligation
to prevent anyone to use 110. The paper-filing exception
conmes through the Trademark Law Treaty.

M5. KORNIEWCZ: Do we have statistics about
Paris Convention filings over the years? |Is it just a
confort level that has increased with internet use such
that there's nothing that was done to facilitate this and
it was just in the normal course; or in such that we | ook
at our own plans and know that, with the passage of tine,
it'"s going to work itself up and if what we are actually

doing, then, is manipulating the normal course of events?
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| just wonder, you know, that the hurdles that
we're trying to address quickly, were they addressed
anywhere else; or did it just work itself out with the
passage of tine?

M5. CHASSER: | don't know that | could speak to
that because | don't know if there's a protocol to see
t hat .

MS. STROHECKER: We'll get back to you

M5. BERESFORD: Certainly, we haven't had any
educati onal prograns for foreign filers.

M5. STROHECKER  Exactly.

MS. BERESFORD: They've figured out how to use
our web site and our filing their applications into the
United States using that, using the TEAS web site.

So |l don't -- | don't know what percentage of
foreign filers file electronically. But it sounds I|ike,
at this point, it mght be over 50 percent of them So
we're actually doing better. Maybe we should stop the

educati onal progranms. Just ki dding.
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MR. ALEXANDER. What is the PTOs plan for 1107

M5. CHASSER: We have not yet nmde that

decision. |Is that safe to say?
M5. BERESFORD: | think that's safe to say. It
was proposed -- it was part of the proposed rul e package.

And, Anne, was absolutely correct. Very --
think we had -- out of our 60 comments, we had one
negati ve comment about elimnating Rule 110 for trademark
docunents.

MR. ALEXANDER: You basically feel you're free
to go ahead with that any tinme you want to. Do you want
any input fromthe TPAC on that?

MS. BERESFORD: Well, of course, we're always
interested in input fromthe TPAC. And I don't know t hat
it's a correct statenment to say we feel we're free to do
this any tinme we want.

We saw, we have the input fromthe responses to

the proposed rule. But we're really trying to put
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together a real thoughtful approach to electronic filing
that will get us to our stated business goals and keep us
Wi thin our budget without inflicting too much pain on

everybody el se.

MR. ALEXANDER | said free to do it. | didn't
mean cavalierly. | neant thoughtfully.
M5. BERESFORD: | know.

MR. ALEXANDER: But the only reservation |'ve
heard here to losing the mailing date as the filing date,
clear reservation, is the person that doesn't have access
to the internet whose clients will suffer as a result of
that and there's no exception for that; whereas everybody
who has access to the internet, has a choice. That person
may have no choice and may be guilty of mal practice as a
result of not advising the client.

M5. KANE: | guess |I'mnot so sure that
everybody is as educated in this room And, in fact, |
have a feeling that there are a |l ot of people who file

trademark applications. And | don't nmean the individual
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practitioner necessarily. But, | nean, firms with people
filing trademark applications that don't fully understand
what the consequences are in this situation.

And I"'mconcerned that if the patent office
says, all right, you can do it this way or you can do it
that way but you have to pay a little nore for doing it
that way because it's just nore costly, there is a danger
that people will think they're equal. But in fact
they're not because you really are risking a situation
where sonebody el se cones in electronically and they beat
you to it, and that can nake a big difference.

If you're going to do sonething like this, you
need to be sure that all the trademark practitioners
understand that; otherw se, you are maybe. ..

MR. ALEXANDER: |Is that really possible, though?

M5. KANE: Well, it may not be possible. So |
amworried about the conduct of things. You can do it
this way; you can do it that way. But you know what? |f

you do it this way --
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M5. KORNIEW CZ: First one that gets there w ns.

M5. KANE: Well, yes. But you're not letting
peopl e necessarily know that, after years of being able to
count on the day you put it in the mail, you are no | onger
not able to do that unless it's one of...

MR MIULLER Isn't that true today if you file
by mail that, if you didn't file by 110, you had to send
it through the regular mail? 1It's just the educated
practitioner gets the earlier date. | nmean, | don't see
that as the big difference. You' re changing the nedia not
t he rul es.

MR. ALEXANDER: For the person who's never read

the | TU statute and still waits for use.
MR STIMSON: | have a little concern with al
the inportant issues we've got still to go in terns of

surcharges and workload and things like that, and we're
spending all this time on sonething which really affects a
very -- you're tal king about people that have no access to

the internet that are going to mss priority by a few
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days, which | think is probably an extrenely rare
occurrence. |'mnot saying that it's not inportant.

think too much tine and our energy has been spent on goi ng
into this.

MR. ALEXANDER: Let's try to bring it to closure
qui ckly. W've had a | ot of discussion. How many nenbers
of TPAC are confortable wwth elimnating the availability
of 110 for nonelectronic filers? 1 think you have your
answers. Passed.

M5. CHASSER: (Okay. The next key issue that we
presented, and gave you a position paper on, is the issue
of replacing paper with electronic records. Based on the
of ferings that we provide through our web site that's
avai l abl e to anyone in the world 24-hours-a-day,
7-days-a-week, we wanted an opportunity for the TPAC to,
again, comment on the value of using users fees to
mai ntai n the paper-search files in Northern Virginia,
given that all of the offerings are avail able through our

web site and through the internet.
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MR. ALEXANDER. Let me back up just for one
m nute. For the reporter's purposes, it's hard to record
rai sing of hands. | think the vote was six in favor; one
against if I'mnot m staken, on the voting; two not voting
| think.

|"'msorry. Did |l nmake you | ose your train of
t hought conpletely with nmy conment?

M5. CHASSER. No, I'mjust throwng it out on
the floor for discussion.

MR STIMSON. |I'mlooking for a report. D d we
take a position on this earlier? | thought that we had.

MR. ALEXANDER: State the proposition again,
woul d you, Anne?

M5. CHASSER: The question is this: "Gven the
TPAC s coments on the value of continuing to use
trademark user fees to maintain the paper-search files in
Northern Virginia given that all the electronic
alternatives are avail able through the USPTO web site."

M5. BERESFORD: Anne, may | just say sonethi ng?
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M5. CHASSER:  Yes.

M5. BERESFORD: And | think we're tal king about
$2 to $6 million a year to nmaintain the paper-search file.
The records that the -- the survey that was done, shows

that we have an average of 35 users a day in the
paper -search area using the paper records. A very large
percent age of the paper records are generated out of the
el ectroni c system

These are all -- | think probably you had an
i ssue paper on this. But for those of you that didn't get
a chance to read it, these are all part of our
consideration in doing this. And | thought you m ght want
to know how much noney we spend doing this and what the
use is of that facility.

MR PRICE: |Is there a point in time at which a
decision on this issue nust be made related to the nove to
Carl yl e?

M5. CHASSER: Well, again, this was a request

for public cooment. And | actuality will |et Doug
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Bourgeois talk about that. This is really his area of
responsi bility and mai ntenance of the search area in terns
of the transition.

MR. BOURGEAO S: There was a Federal Register
Notice that was closed at the end of Septenber and was
i ssued for another 30 days to the end of Cctober for
public comments on devel opnment of a plan to elimnate the
paper in the search roons. And that plan, we're taking
all that feedback into consideration. And that plan is
bei ng devel oped now.

Wth respect to this question currently on the
floor, | think there are two inportant things that need to
be brought out on the table. One is that the $2- to
6-mllion, it's not an all or nothing because there's
still a desire to maintain an el ectronic-based search room
| ocal ly.

And so while there is a certain anount of that
cost that can be defrayed from mai ntaining the paper

there is still a desire to maintain an el ectroni c search
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facility.

And, second, | think it boils down to the

simlar issue that we've just discussed prior to this one.
VWhich is there is additional cost to the USPTO for the
mai nt enance of the paper files over and above the

mai nt enance of the electronic files. And as we transition
to an el ectroni c-based system at this point we are
nearing, if not past, the point where the electronic files
are actually higher data quality and they are driven

(1 naudi ble) by the issue of marks and OGs are from
electronic files. So it actually becones the source.

So both of those things are inportant to be part
of the deci sion.

MR. ALEXANDER. What was the principle argunment
of those who posed elimnation of paper filing? Ws there
any substantive argunment indicating that there would be
files that there would be no access to?

MR, BOURGEO S: No. Accessibility was certainly

not one of the reasons that you said. You m ght have
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menti oned sonething |ike that. There were a |ot of
questions that were raised. And none of which, in our
concl usi on, that cannot be overcone.

MR. ALEXANDER: M question at the | ast neeting,
if I recall, was did we have a fail -safe secondary hard
drive systemthat made sure that everything didn't go down
and all these files were |ost forever. That was only ny
reservation. And | was pretty well assured that we did
have fail-safe system

MR. BOURGEO S: The data is backed up by several
mechani sms. One of the things that we've done is added a
redundant server in the last three nonths just to nmake
sure there's real-time data back up. There's data being
backed up on tape and being noved to different |ocations.

And so | think there's a rule of thunb that is you never
want to go to just one back-up source. And multiple
sources, especially on the trademark side, the back up is
quite robust.

MR ALEXANDER: | don't know if we ever reached
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a conclusion in the TPAC report.

MR BOURGEAO S: W didn't.

MR. ALEXANDER Well, we sort of had public
comentary conmng up on it. And even warehouse paper can
go up in snoke. So there's never any fail-safe systemfor
everything. |f an atom c bonb goes off or you suffer an
eart hquake, your system may be gone. But it seens to be
that your electronic system was protected.

MR VEIR Wt make use of both the electronic
and paper record. And we're on record on a nunber of
occasions of detailing how electronic data is not in many
cases conplete, you know, particularly with regards to
designs. Designs that aren't in-system Designs that
weren't scanned into the system And a terrible error
rate with regard to design coding which is how you have to
search them

W' ve done a nunber of studies of it over the
| ast three years. And, generally speaking, the design

error rate is anywhere from 20 to 28 percent in any given
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time period we | ook at.

Since the office quit maintaining rather
arbitrarily the pending file | ast Novenber, there is
essentially no way to do an accurate thorough search of
design marks filed since approximately the m ddl e of My
of | ast year.

Now, you tal k about the cost of maintaining the
paper on top of everything else. How nmuch of that is
of fset by the use of the copier and other things in the
search library?

MR. BOURGEAO S: Very little. | don't have
of fhand. But you' ve got to | ook at --

MR VWEIR | nean just to | ook (inaudible) --

M5. CHASSER W have made SIPRs available in
the public search room And we've seen that the use of
the el ectronic data base has increased significantly, and
the duplicating cost of duplicating paper records has gone
down. It has been the conplete opposite. So we see that

the public is interested in using our electronic data
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base, you know, quite a bit nore.

MR. ALEXANDER: |s there anything other than
design error?

MR. WEIR  There's errors across the board.
It's not quite with the extent of the errors of design.
Those are the particularly troubl esone ones.

But there are problens that result, have cone to
result, fromthe OCR scanni ng, poor data input, people
punching in zeros instead of the letter O sone strange
software quirks. Particularly, if you conpare X-search
(ph) and text on a side-by-said basis, they' re not the
sane.

You know, the search that you can do in the
trademark search |library or X-searches are dramatically
different for one that you can do on-line on text. There
are a variety of functions that are avail able on X-search

Particularly, again, when it cones (inaudible), it's the
easier one to illustrate. But there are a nunber of

functions that are present on X-search that are not
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present on text.

Doi ng a design search, again, on TEAS is -- even
if you' ve got high-speed broadband access |ike we have in
our office, the amount of time that it takes to
i ndividually go through each i mage rather than displ aying
25 at a tinme, as you can do in the search library, just
i ncreases the cost.

And we're not -- we do a |lot of searching for a
ot of individuals, a lot of law firnms, and a lot for
Fortune 500 conpanies. The nunber of 35 people using the
paper-search records may or nmay be not true. |'mnot sure
what the exact nunber is.

But | do know the people who do do the search
i n-house research is probably, off the top of ny head, I'd
say about 85 percent of the Fortune 500 conpanies in this
country and virtually every large trademark practitioner
for alawfirmin the country as well.

| probably shouldn't say this, but | know that

we do a lot of work for Wal-Mart. And that for a period
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of time, they had staff that were doing their searching
i n-house using text.

There's been a nunber of case over the |ast
coupl e of years where |arge conpanies, large law firns,
have had their enpl oyees use TEAS to do prior searches
have st opped using people who use the search library for a
period of time, and then they come back when the
litigation starts because they've m ssed sonet hi ng.

|"'mnot going to say that we're agai nst going
strictly to the electronic search feature. |'mjust
saying you're not ready for it at this point in time. The
systemis not viable enough to give you accurate result.
There's not enough quality control over the data that's in
there. And the possibility that you' re going to m ss
sonething is rather high, particularly for our designs.

We got sonebody here from Kodak. |'d be curious
if you did a search -- let's say you had a packagi ng t hat
you were going to put out on a new film product and did

you a search of designs and product packaging, that sort
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of material. Through no fault of your own, you m ssed
sonet hi ng because it didn't get scanned or coded properly
and you couldn't find it as a result of a legitimte

sear ch.

What woul d the cost to Kodak be if you suddenly
| aunched your product, found yourself in litigation, and
then had to destroy all of your inventory, your ad copy,
your plates? They' re above and beyond the litigation
I ssues.

MR. ALEXANDER: Cbviously, not a | ow cost.

MR. VEIR That's the kind of situation we deal
w th every day.

MR STIMSON. | had a question about the Federal
Regi ster. How nany comrents did you get on the proposed
change, and what was the breakdown between support and
those raising in concerns?

MR. BOURGEO S: | don't know those nunbers
offhand. But it was roughly a few dozen coments. The

breakdown, | don't have in.
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M5. CHASSER: One thing I'd like to point out is
that all of the records in the public search room cone
fromour electronic record. GOkay. And then the other
thing I'd like to point out is that the electronic record
is the record that the exam ners use in the exam nation of
appl i cations.

So | think we're probably getting into a
phi | osophi cal argunent that we can't probably w n today.

MR. ALEXANDER: This is relevant. It's a public
forum So | think we really need to spend a little nore
time on this because you're tal king about mllions of
dollars. And | take it -- well, Joe had a question.

MR, NI CHOLSON: Just a question for the
gentl eman from JLS

The studi es you say you' ve done over the | ast
coupl e of years, have you nmade those studies public?

MR VWEIR W' ve sent copies to the
Comm ssioner's Ofice. Have we publicly gone to

"Intellectual Property Today" or sonething |like that? No.
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MR. NI CHOLSON: |Is anyone aware of any ot her
studi es, independent studies, as to the viability of the
dat a?

MR. VEIR | know that N PPER has asked for one
to be done, an independent third party exam of all the
automat ed systens. Wiether that's actually been
entertained or not, | don't know.

MR. ALEXANDER: Anne, you had indicated that
everything that is in there nowis put in there
el ectronically. Are you saying that USPTO stopped putting
in paper at a certain point?

MS. CHASSER Ri ght.

MR. ALEXANDER: So that --

M5. CHASSER: Now sone of the classes -- and
correct ne if I"'mwong. Everything that is in the public
search room and sone --

M5. STROHECKER Al the newy filed
applications that were filed since January of, | believe,

1999 have been generated fromour electronic data capture
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system And that us whether they are filed electronically
or whether they are captured electronically from
paper-filed applications.

They have been generated fromthe TI CARS, the
Trademark I nage Capture and Retrieval System since
January of 1999. So in a sense, they're one in the sane.

The paper copies should be no different fromthe
el ectronically produced copy. |It's the sane thing.

MR. VWEIR But that is not the case.

M5. STROHECKER  And then the registration
certificates have been generated through our electronic
data base since, | believe it was, March of 2001 -- 2001

MR, ALEXANDER: As | understand, this gentl eman
is saying what's going in now, it is still done
unilaterally; but the PTO stopped putting in paper. So
now what's available in the search roomis electronically
generated; therefore, any m stakes in graphics are going
to be here anyway.

M5. STROHECKER: Correct. The record is the
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sane. In other words, we no | onger photocopy paper copies
of paper-filed applications. W have not done that now
for a few years

MR. ALEXANDER: | guess the question is, be it
right or wong in making that decision, doesn't the matter
becone noot over a certain period of time? |If there's no
| onger any paper graphic files there for a period of
years, it's garbage-in garbage-out essentially. |If you're
going to get any mstake, it's going to cone out as a
m st ake either way whether you | ook at in the search room
i n paper form because the paper formis nothing but an
el ectronically reproduced --

MR. VEIR  No, no. Because what you had was if
you had a piece of paper that was filed as a trademark
drawi ng page that's scanned and there's a review of the
i mge of the actual draw ng page, regardl ess of whether it
has design on it or it's a typed workmarKk.

The way it used to be handl ed was an exact

replica of that particular drawi ng paper is going to be




1%

16

1§

14

213

inserted in the search records. And those replicas are
still available. You can't print those from TI CARS. You
can actually print what was filed, be it electronic or it
be paper.

For a period of tine, the agency was creating
drawi ng pages fromthe electronic data. They weren't
actually submtting -- they weren't putting in there what
was actually filed but what their systemtold them what
was filed. Sonetines you got bad data; sonetines you
didn't.

MR. ALEXANDER: Now, it's being scanned.

MR VWEIR It's being scanned as is. And
sonetinmes the i mage takes; sonetinmes the image doesn't.
Sonetinmes the OCR picks up the imge; sonetines it
doesn't. If you got a two-tone inmage, it cones up as a
bl ack blob. And then there's a lot of it that's in the
hands of the coding.

MR. ALEXANDER: |Is there any way to go back to

the original filing for any hint that there may be a




1%

16

1§

14

214

probl enf

MR VWEIR No. For instance, if you ve got a --
if you got a design of a fish, the inmage may be fine. But
if the coding people code it inproperly, if they code is
as triangle, no matter how many searches we do -- fish

animal, whatever -- you're not going to find that design.

But when the paper copy went downstairs to the
[ibrary, it was given to a different staff and had a
different way of coding. And so you had a doubl e check
It was an i ndependent nethod of classifying the draw ngs.

O if sonething were entered inproperly -- we've
seen this instance. There was a nmark filed for Zenith.
The OCR software picked it up as Lenith wwth an L. If you
search the electronic systens, the only way to find it is
by searching L-e-n-i-t-h

But when the paper copy went to the trademark
search library, the clerks there properly recognized that

it was a Z and filed it properly. So, again, you got the
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doubl e check

MR. ALEXANDER. | don't know that we're going to
be able to resolve this here.

M5. BERESFORD: May | comment? | have a
questi on.

MR. ALEXANDER:  Sure.

MS. BERESFORD: Sir, what percentage of errors
are you seeing? You' re tal king about coding errors which
| think probably people here have no i dea about design
codi ng and how desi gn coding works with the electronic
system So | think that you're creating a really false
i npression tal ki ng about that kind of thing.

But in ternms of your saying where marks are just
conpletely mssed and the wong mark is put in, do you
have any percentage of tine that that happens?

MR VEIR  \Were there's actually no image?

MS. BERESFORD: Where the wong mark is put into
t he data base.

MR VWEIR O the 20 percent?
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we' re sayi

percent error rate? | nean, are you tal king about errors

M5. BERESFORD: O the 20 percent.
MR VWEIR O the 20 percent error rate that
ng? O are you --

MS. BERESFORD: \What are you tal king about 20

in addresses?

MR VWEIR Errors -- no, errors in design

features only, only | ooking at the designs.

M5. BERESFORD: And tal ki ng about codi ng.
MR VWEIR W can break it down by coding.

MS. BERESFORD:  Ckay.

MR, VEIR  VWether there's not an inmage there at

all; whether the wong inmage is there.

commttee

MS. BERESFORD: Ckay. Does everybody on the
under st and what design coding is? No. Ckay.

Under the electronic search systemto search

designs, the way they're searched is you code what the

design is.

design codes. They are six digits. There's a six-digit

There's a treatise from WPO that sets out
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series for humans, a six-digit series for animals, a
six-digit series for, you know, constellations and stars.
And the peopl e who code these designs put those design

codes in so you can find them when you search designs.

You don't actually put a picture of a star in
there; you don't put the word star in there; you put
design code for star in there.

So when he tal ks about m ssing design codes,
he's about tal king about the design coding that's on the
-- that's used to indicate where the design is. So just
as an educati onal point.

And we tend to way over-code. So a |ot of tines
there's -- you can argue about whether a code needs to be
there or not.

But in terns of errors, it's a very -- this is,
obvi ously, as you can see, it's a kind of a conplex idea
that the wong design code is there. It may be the design
code is a fish and a triangle because the fish is made up

of triangular little shapes because of the way it was
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designed. So there's lots and Iots of ways that you can
count errors here.
I"mreally trying to see if there is any

information on errors that are actually a m ssed mark or

MR. ALEXANDER: Let ne cut this off because
we' ve got other itens on the agenda.

MS. BERESFORD: Yeah.

MR. ALEXANDER: And | take it a decision is not
going to be nade between now and our May neeting on this.

M5. BERESFORD: | don't know what the -- | don't
know where the deci sion-making process is at this point.

MR. ALEXANDER: Do you have any idea?

M5. CHASSER: It is really in the ClO area.

MR BOURGEAO S: |I'mnot sure what the tine line
is to what you're referring. But the plan still is to be
devel oped t hrough Congress.

MR. ALEXANDER So we're not likely to see any

action taken before May, given the nature of the search
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length. 1Is that a fair statenment or not a fair statenment?

MR BOURGEAO S: | believe that is a fair
st at enent .

MR. ALEXANDER: | think we've got other itens on
t he agenda. And absent objection, |I'mgoing to nove on
because | don't know whet her we have enough information to
make the recommendations if we're inclined to. But |
think it would be hel pful to have a check between, Lynne,
the two of you --

MS. BERESFORD: Sure.

MR. ALEXANDER: -- to find out the actual
percentages there are and conpare to themthose that have
been represented to be the case.

MR. VWEIR  Thank you.

MR. ALEXANDER. And we thank you for your input.

M5. CHASSER: | think at this point | would |ike
to turn over to Lynne Beresford.

M5. BERESFORD: Lynne Beresford is chall enged

when it conmes to using Powerpoint. You may notice | don't
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have any slides in there. Wen | started doing ny
Power point slides, | discovered that | could cut that
little logo in half and never get the other half back.

MR. ALEXANDER: Then you get to sit here.

M5. BERESFORD: So | amjust going to be using
tal king points which are in your notebooks so you can
fol |l ow al ong.

We have our results for the first quarter from
the Ofice of Trademark Quality Review. And the clear
error rate, which is the clear error for those of you who
haven't heard this before, is errors that are really
unarguabl e and effect the registrability of the mark, of
the subject mark. So we're tal king about failure to cite
a clear 2D reference. O registering sonmething that's
clearly descriptive would be a clear error under the
O fice of Trademark Quality Reviews standards.

And our rate for this first quarter was 3.3
percent of the about 2,000 files that they |ooked at in

the first quarter.
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We had sone concerns, and |I'mjust flagging
this. W have sone concerns about this nunber because our
-- we should be happy. OQur results fromthe Ofice of the
Trademark Quality Review are better every quarter. The
nunbers keep getting better. Qur error rate keeps going
down. And we should all be probably happy about this.

Unfortunately, in ternms of our custonmer nunbers
and sone other indicators we have, those of the Ofice of
Trademark Quality Review nunbers are going in a different
direction fromcoments that we've received from our
cust oners.

And, also, as | said, when we started the
Excellent First Action quality pilot, although it's too
soon to tal k about the nunbers, they've only | ooked at a
few hundred applications and they're using a different
standard. They are | ooking at Excellent First Actions
versus first actions that have clear errors.

It's still obvious that there is a big gap

between the error rate they're finding and the error rate
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of the Ofice of Trademark Quality Reviews. So we're in
di scussions with the Ofice of Trademark Quality Revi ews
to look at their nethodol ogy and ot her issues concerning
t hei r work.

Earlier discussed, | prepared a Federal Register
Notice on the Electronic Publication of the Trademark
Manual of Exam ning Procedures. The electronic
publication would be the official TMEP. The paper TMEP
woul d no | onger be the official TMEP. And we think this
is the way that we can actually provide better service
because we will be able to update the chapters as
necessary and not go through the whole cycle that's
requi red when we paper publish the whole TMEP at one tine
whi ch usually takes a couple of years.

So that Federal Register Notice has been
prepared. It's going to be -- it has to be vetted by the
O fice of the General Counsel. And as soon as they
approve it, it wll be published for cooment. And we w ||

be aski ng people to comment on the el ectronic TMEP
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W' ve already had indications fromthe
Governnment Printing Ofice that, even if we don't ask them
to print the TMEP, they will probably print it. 1It's one
of their best sellers. And we've al so been approached by
a private vendor already, asking if they can publish the
TMEP i n paper for those who don't want to use it
el ectronically.

So | don't think that there will be an issue of
not having a paper TMEP. But the official TMEP w il be
the el ectronic TMEP.

And as Anne said, the version that we have right
nowis in PDF. [It's easy to print. It's done chapter by
chapter. You can print the chapters if you | ove the feel
of paper in your fingers. And it's easily searchable in
the PDF format. So we feel it's very user friendly.

The plan is to put it up as soon as possible in
PDF format chapter by chapter. Then in about three
nmont hs, we hope to have yet another el ectronic version

which will be nore readily searchable which will have sone
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search tools wwth it that the PDF one doesn't have. And
that will go up beside the PDF one.

So you can have either version. Both will be on
our web site. You can downl oad themto your hone conputer
or your office conputer if you want to. So all of that
wll be comng up very soon

We're, also, developing in the quality area a
quality index. You saw an earlier slide which said our
quality goal is 6 percent. And |ast year, we were at 3.4
percent. And the reason that that nunber was there is
because that 6 percent actually went to a nunber that we
wll be aimng at when we get our quality index devel oped.

In prelimnary discussions, the quality index is
going to have really three parts. W're going to | ook at
exam nation quality and underexam nation quality. W're
going to | ook at our custoner service nunbers, our Ofice
of Trademark Quality Revi ew nunbers, our internal quality
review nunbers, and then a part of the quality index

devoted to I TU and the actions com ng out of the ITU




16

1§

14

225

because they do a ot of work with our custonmers and want
to see what the work quality is; and we'll have a
post-registration quality nunber.

And those three nunbers, those three big
nunbers, will roll up into a single quality index. So
that's sonething that we hope to have devel oped by the end
of the year and roll out for the fiscal year.

Next you see just a heads up in case you're
suffering through our TEAS web site where we're dealing
w th what appears to be a serious upswing in 2A marKks.
We've had sone articles in magazi nes and newspapers
tal ki ng about the garbage that's at the PTO web site. And
sonetinmes they get it wong and say PTO has regi stered,
and then they |ist sone marks there even though they're
just pending that application. But we're seeing a
seriously | arge anount of these particul ar kinds of
filings.

We have our Excellent First Action pilot

underway. Qur reviewers who are part of our detail ees
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have devel oped a nodel. And they are |ooking at probably
50 or 60 different issues in every first action. They're
ready to apply that nodel to those first actions. And

t hey al ready, even though it's early on in the pilot, are
getting lots of good feedback.

One of the things they're getting feedback on is
deficient search strategies. And Sharon and | are already
planning training to talk, to help people nake their
search strategies nore efficient.

And, in fact, if you look at the OTQR results in

the second line of ny talking points, you'll notice that
our rating for deficient searches was up. It's 4.9
percent in the first quarter. It was 2.7 percent in the
| ast year. And so we were -- so they -- in that

particul ar regard, they are, in fact, tracking what we're
seeing in our pilot Excellent First Action group.

And if you renmenber from other neetings talking
about the business plan, there is the idea that we w |

establish an Ofice of Internal Quality Review within
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Trademarks. This pilot program our Excellent First
Action, is the first step towards | ooking at the Ofice of
Internal Quality Review.

And then | have sone information about training.
Sharon Marsh and ot hers have done | aw office-by-I| aw
office training on 2D and 2E. They' ve done very
interactive training. And the idea, of course, is to
i nprove our consistency in handling the quality of
refusals from Section 2D and 2E.

We are especially concerned with refusal s that
made being inproperly where they | ook nore |ike the
exam ning attorney does not sincerely believe that there's
a 2D or 2E problembut is nmerely nmaking sure that they
cite sonmething that the managi ng attorney m ght be
interested in. So we're really trying to narrowin on
what a good 2D and 2E refusal is.

We, also, had training last nonth that focused
on the inportance of trademark registration. W have had

practitioners cone in and talk to us about why they
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regi ster trademarks and how i nportant that registration
docunent is to them and, also, talk to themon a
practical |evel about what happens when we issue an

i nproper office action or when we don't do the right
thing. So | think that was inportant.

And we have a very anbitious training schedul e
this year for our exam ning attorneys, for our paralegal
staff, and for other people working for us in the
Trademarks office. And | think, hopefully, we'll sone
quality results fromall of that.

So that's ny brief report. And if you have any
questions, |I'll be happy to answer them

MR. MIULLER Are you seeing an upswi ng in
di sparaging marks, or is it (inaudible)?

M5. BERESFORD: We al ways have sone di sparagi ng
mar ks, but | don't think we've seen an upswi ng of those.
We're quite conscious of those marks, and | don't think we
see an upswing. But we really have seen a | arge nunber of

2A marks, sone of them pretty jaw droppi ng.
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| was driving with Carlyle Walters, one of
Trademar k (inaudi ble) |aw judges the other day. And she
says, "Q@uess what case is before ne?" And she told ne.
al nost drove us off the road.

So, yeah, | think these things will all be
public record sooner or later. But if people conme to you
and say, On, that office, what they're doing. Renenber
anybody can file a trademark application.

MR. ALEXANDER: Before you sit. In your
section, there's a Madrid Protocol section as well. Do
you want to update us as to where you think that is in
Congress? And then I'll have a question for you.

M5. BERESFORD: Madrid Protocol, the House
passed the legislation |ast year. The Senate Foreign
Rel ations Committee has reported out both the inplenenting
| egislation to the full Senate and the package to the ful
Senate. That happened about a nonth and a half ago. |
hear not hi ng.

John, feel free to junp up and say sonething if
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you'd i ke to. But | hear nothing negative about Madrid.

MR. KENT: [|'ve been in touch with the Senate.
| think we're close to getting the inplenenting bill
passed by the full Senate perhaps in this week. And if
t hat happens, then it has to be agreed to by the house and
proceed. And then the resolution can cone to the fl oor,
so the Senate...

MS. BERESFORD: So there you go.

MR. ALEXANDER: | agree. | had raised the
question about our Commttee really never having addressed
sone of the criticisnms of the Madrid Convention. W as a
commttee supported it, but there have been sone
articulate articles witten by respected practitioners
where they think there are sone reservations about it.
There are sonme people who are further out in terns of
their opposition for different reasons then just benefits
to the United States and to trademark users.

The one criticism| have heard is -- | think

there's an answer, also. But I'd like to at |east place
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on the table that it's going to create a | ot nore deadwood
with the five-year period of tinme and nmake it nore
difficult for conpanies to clear marks that
internationally are going to on various registers,
including the U S. Patent and Trademark O fice
registrations. And the petition to cancel is not really a
way to clear a mark if you have got a bunch of deadwood on
record.

My understanding is that experience in Japan and
el sewhere indicates that the deadwood is not increased in
proportions that one m ght argue would exist. Wat is
your reading on that?

MS. BERESFORD: Well, obviously, our market is
unli ke any other in the world. Qur filing patterns are
unli ke any other in the world, too, in the sense that nost
of our filings, 85 percent of our filings, is donestic
filing. Not the case in nobst countries.

So when we tal k about Japan, which has a filing

| evel of about 100, 000 applications a year, when they
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entered Madrid over a year ago, | think a | ot of people
t hought, for a couple of reasons, that they would be
swanped by the Madrid application process.

One, they had a very long waiting tinme for new

applications. It was like two years to get your first
action on your application. So Madrid -- they signed up
for, | believe, the one-year option under Madrid. So if

you cone in the Madrid system you guaranteed yourself
getting examned tw ce as fast.

So we thought that would be pressure for filing
in Japan. In addition, Japan is a pretty big consuner
market. And you can file a Madrid Protocol like we file
in England into Japan. So there was anot her incentive.

But the Japanese experience, both filing for
foreigners and internally, is they've been -- that there
hasn't been that nuch filing.

In the first year under Madrid, they averaged
| ess than 200 extensions of protection a nonth into Japan.

So you're tal king about a really large filing system
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And they just have not seen that inpact that one woul d
expect .

The British trademark offices had pretty nuch
t he sanme experience, but they're a nuch snmall er operation
t han Japan. They, also the Japanese, have found that even
t hough they went to their big law firns and educat ed them
on Madrid and they nade sure everybody understood how to
operate the systemand how to use the forns and everything
el se, they had even fewer filings fromtheir national
applicants into the Madrid systens.

| nmean, they had filings comng in. They
started out at like 15 a nonth and slowy went up to about
50 a nonth. So we're talking really small nunbers.

Now, will this translate to the U S.? It's hard
to say. W, one, don't think we're going to get a huge
influx of filings; two, the Madrid system does allow, does
require, the filing of an affidavit of use between the
fifth and the sixth year after registration. So we have

that in place, too.
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So those are kind of the reasons that we think

that it is not going to create a big problemfor us. W

will, of course, if we actually ever get in and that
remains to be seen. |'ve been saying this for, | don't
know, ten years now. Then we'll see what happens,

MR. ALEXANDER. Thank you. Any other questions?

Anne, did you have anything el se on the agenda?

MS. CHASSER:  Nope.

MR. ALEXANDER: | thank everybody for being
here. Anybody have any comrents for the good wll for the
group before we | eave?

M5. CADE: Chief Union (inaudible). And this
will be ny last neeting. Effective March, 1'll be
retiring fromthe PTO after 30 years, 1 nonth, and 12
days.

M5. CHASSER: Congratul ati ons.

[ Several conm ttee nenbers depart. ]

MR. ALEXANDER:  Davi d.

MR STIMSON: There are a nunber -- | nean,
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there were a nunber of things |I thought we were com ng
back to. Like the surcharge, | thought we were going to
take position on that. And we broke for |unch when we
wer e tal king about the workl oad versus | evel of

enpl oynent .

And, also, ny third comment that if we're, as we
have, putting off the decision on the paper-search room |
hope that when we take it up again at our next neeting
we'll have additional information to justify delaying the
deci si on.

For exanple, perhaps a summary of the comrents
for the Federal Register along with any response to that
fromthe Trademark O fice. |In other words, if people have
rai sed issues, | think it would be hel pful for to us see
both sides. But |I'mconcerned we're going to have the
sane di scussion that we had today with no nore
i nformation.

MR. ALEXANDER: Let's continue for a few

mnutes. And | don't think a quorumis necessary right
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now because we're clearly tal king about information and
opinions. And if you would ask Lynne to make sure to
bring back those conparative figures that David was

tal king about with respect to the search-roominformation
so we know what we're tal king about at the next neeting.

Davi d, why don't you expand on ny outrage.

MR STIMSON. Well, I'mnot sure what the status
is of the proposal. | nean | think there is this proposal
for the 10-percent surcharge on certain types of trademark
fees, only, | think, a quarter of it going to Trademark
Operations, and the other three quarters going to Honel and

Security or defense, but basically going into the overal

budget .

And to nme this is sort of consistent with the
fee -- what's the polite termfor it? -- diversion --
thank you -- in the sense that we are supposed to be

user-fee funded. And | just think that if we're not going
take a position on that, 1'd like to state ny own

position. |'m opposed.
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MR. ALEXANDER: | always like to -- because |
think, uniformy, we have been opposed to diversion of
fees. And this is just another diversion in ny opinion.

We still have a quorumw th five voting nenbers
here. 1'd sort of like to take a vote and determ ne thos
who are for and those who are agai nst the 10-percent
surcharge. M viewis that, generally, we have, as a
group, been agai nst any charge that doesn't go back into
t he user-provi ded services.

MR STIMSON: Right.

MR. ALEXANDER Is it a fair statenment to say
that the five people here cast their vote against the
10- percent surcharge?

MR. STIMSON: Let's take a vote.

MR. ALEXANDER: Ckay. Let's go on record -- |
sorry.

MR ROSE: | just want to say, in principle, ny
only problemis |I haven't heard enough about it. Wasn't

the general treasurer -- | thought there were nore

e

m
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specific pieces to the extent that they may support, not
directly but indirectly, the protection of intellectual
property. I'mjust a little concerned. | don't know

enough about the diversion to be able to say --

MR. ALEXANDER: | think the diversion was for
security.

M5. CHASSER: Only in --

MR ROSE: It's a very general comment about
where it was going. It wasn't for the general treasury.
As | said before, for these reasons, | don't |ike the
version. | don't think it's appropriate. | just don't

know whet her there was sone specific aspect that we had
not heard about that nmay affect ny deci sion.

MR. ALEXANDER: Let ne ask a question. The
security provided for the USPTO now as a result of 9-11
is that cost com ng out of general funds or com ng out of
t he USPTO funds, or does it exceed the anmount of the
di version of the USPTO?

MR NICHOLSON:. O is there any way to tell?
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M5. CHASSER  Excuse ne?

MR NICHOLSON:. O is there any way to tell?

M5. CHASSER: It's actually com ng out of the
USPTO f unds.

MR. ALEXANDER: Essentially, we are providing
for the sanme thing that the --

M5. CHASSER: But the fees fromthe surcharges
are designated for Honel and Security. And what was the
ot her ?

M5. STROHECKER: W get approxi mately $45
mllion of the $207 mllion, and the remai nder was
designated for Honel and Security.

MR. ALEXANDER Is it fair to say that the
majority of the Public Advisory Commttee is against the
10- percent surcharges in diversion of funds, the group
that is here? And we believe that the group that is here
is a quorum and the group that is not here has generally
expressed those concerns as well. There was a third item

MR STIMSON: Well, there was anot her one, and
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" m not sure what the Trademark office tine line is on
this. Eventually, there is going to be a decision on
wor kl oad and staffing | evels, depending on what the trends
are. |If you all don't need to nmake a deci sion between now
and May and if you're going to have nore information in
May on filing levels and attrition rates, then that m ght
be a reason to get another three nonth's worth of

experi ence.

On the other hand, if you're going to cone to a
deci si on point between now and the May neeting, maybe we
ought to give you sone gui dance.

M5. CHASSER: We probably will be |ooking very
seriously at the nunbers at the end of March and probably
be maki ng sone decision in March about our next steps.

Whet her or not we want to reconvene or do a
t el ephone call about this, that's a possibility. | don't
know what the requirenent is under the law. If that's a
managenent issue or policy issue, I'"'mnot quite sure on

the direction there. Certainly, we'll keep you inforned.
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How s that?
MR. ALEXANDER: | think David' s point is well
taken, Anne. If you want any input for us, if it's going

to be too late by the tinme of our next neeting, then

per haps we ought to express what our views would be in the
event there is a requirenent that sone action be taken
that's different than what you' re doi ng now.

And given the nunber of alternatives, everything
froml essened workweek to a reassignnment further to
reduction of some sort...

M5. COHEN: May | say sonet hing?

MR ALEXANDER: Yes.

M5. COHEN: The | esser workweek we referred to a
couple of tinmes would really be a furlough that woul d be
run as a RIF, but it would be tenporary. It would be
tenporary in nature. And |I'mnot sure that that's one of
our --

MR. ALEXANDER: Alternatives

M5. COHEN: -- permanent alternatives. You
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know, al though certainly, it's sonething that we could
consi der.

MR, ALEXANDER. As | understood it, you were
hopi ng that you would get through 2002 wi thout having to
do sonething. And if you had to do sonething in 2002, it
woul d probably be tenporary at that point until you saw
where 2003 was headed.

MS. COHEN: Right.

MR. ALEXANDER: So we were | ooking at what |
t hought was a tenporary fix.

MS. COHEN: For 2002.

MR. ALEXANDER: Right. And you were not trying

M5. COHEN: Well, yeah, that's fair enough. |
t hought you were referring to nore pernmanent fixes.

MR. ALEXANDER: No, no, | was not.

Anybody want to express thensel ves on this?

MR ROSE: Well, 1 just think that across-the-

board reductions in workweeks certainly sound an equitable
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i dea, but practice creates a |lot of problens, at |least in
the occasions that I'mfamliar with, that, apart from
sone obvi ous noral problens, have issues; sort of 80-20
rul e of your best workers who are capable of identifying
ot her opportunities and may decide to seize those other
opportunities.

| alnpbst think you're better off trying to
devel op a situation where you have a workforce that's
appropriate for the workl oad that you have and that you
have a contingent force that's able for support for
what ever (inaudi ble) you may have. And whether you manage
that targeted reduction in force, or if you, as |
understand may be the case, have issues relating to how do
you identify people who nay be |l ess effective or efficient
in ternms of operation could be nore challenging here
because of various (inaudible) and other union contract
situations is always a conplication for devel opi ng
i ncentives that would provide opportunities for certain

peopl e to | eave.
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But | think you' re much better off doing it as a
targeted reduction, having the workforce right for the
wor kl oad and then having a contingent work part-tine or
support whatever increase you nmay experience.

As | said, |'ve just been in a couple of
situations before where sonetines the cuts are
across-the-board reduction. It just does not work
successfully. There are nore negatives in that.

M5. COHEN: Can | just point out one other thing
about the tenporary neasure that we were tal king about?
This does take tine because of the procedures that have to
followed. So it's not something that could be put into
pl ace imediately. It probably would be at |east several
mont hs before that reduction, tenporarily, could be
achi eved.

MR. ALEXANDER: Two poi gnant and hel pful views.

MR FRIEDVAN: | think it's sort of unfortunate
that we start tal king about the tine issues about which

woul d think is by far the nost inportant issue the
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Trademar k Advisory Commttee would ever consider at a tine
when hal f the nmenbers, unfortunately, have to go and we're
at the tail end of the day.

And | know it's nore or |ess sonething David has
raised in different forns throughout the day, including at
[ unch, where we spent a lot of time hearing what's going
on at the office. But there has been very little
opportunity to coment. And it's exasperating that we're
now t al ki ng about people's jobs and |ivelihoods, sonething
that we couldn't -- you know, TPABIS (ph) is inportant and
all the other things are inportant. But they don't cone
close to tal king about this issue.

So I would hope -- and | was going to tal k about
a nunber of things but refrained because of the fact that
we didn't pick up on this issue after [unch which
t hought we were going to. And we had a nunber of other
agenda itens. | figured nothing was going to be done on
this issue.

So I can only assume that before the Ofice
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woul d ever take any kind of action that differs fromthe
status quo, whether of a tenporary or pernmanent nature,
that this particular body, the full body, becones engaged
and becones engaged to the hilt.

| would comment -- again, and I wish it would
have been before the rest of our brethren but also the PTO
staff that was here -- is when we first started -- well,
what we struggled with the nost is what we were going to
do with a staff that wasn't |arge enough that was handling
far too may files.

And, of course, | would caution this board, as
we go through the ebbs and flow of your work and the ebbs
and flow of our work, that before you ever do anything of
even a tenporary nature that we renenber to rem nd
ourselves that at one point in time we were tal king about
hiring hundreds and hundreds if not nore than a thousand
exam ners and had to figure out what we wanted to do. So
at the very least, which is nmuch preferred, then what

we' re tal king about now.
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But at the very least, before we even think
about doing anything that affects the current workforce,
we spend at |east a sufficient anount of tinme on that.

John had tal ked about norale. And John probably
knows far nore about the human resources issue than | and
probably everybody else in the roomcollectively. But
there's really two types of noral, at |east from what
[imted know edge | have on the subject.

One is the reflex, the norale of the people that
| eave or get hit or get affected by a RAF or furl ough
Two is the norale of people who stay and how they feel
about their jobs and how guilty they feel about anybody
who m ght be asked to | eave.

But the third conponent that | think is
different than maybe how it may work at ABC or Kodak --

MR ROSE: | didn't nmean to refer to ABC, and,
actually, | wasn't.

MR. FRI EDVAN.  Anypl ace representative of people

here or other people we represent is that we know t hat
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Patents is going to be hiring a nunber of people. And |
can only suggest that when an agency, as a part of the
departnment that's decides to do sonething, that it can
only have a negative inpact on recruitnment when it's

| ooking to hire a large part of its workforce.

If | had to use a poor analogy, it would be akin
to alaw firmnot across the board letting go people from
all departnents but rather letting sone people go froma
certain departnent while still trying to staff up a
departnent that may be the hot topic that day, that is,

t he environnment or corporate |aw.

While we're the Trademark Advisory Commttee and
not the Patent Advisory Commttee, | would think the
Pat ent Advi sory Commttee would want to be engaged in that
di scussion when it gets to about what we do here and we
have on the Patent people.

And the other area, you know, | can only touch
upon because |I'mthinking about putting nyself in your

shoes and having to doing this versus our shoes. It is
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di fferent when sonebody, especially if you' re talking
about people who have been hired recently -- we've had a
| ot of people who were hired recently, first job out of

| aw school, making 45 or 50 grand --not 80, not 100, not
150 -- where they could be transferred to anot her
departnment w thout even thinking about the Ofice's
investnment that they'd | ose over the first year or two
causi ng any kind of RIF.

You know, we have a conbi nation of young peopl e,
huge loans. |If there's only four people that have seen
fit to find jobs el sewhere in the past few nonths, it's
pretty safe to say a | ot of those people have hit the
streets w thout any prospects of future enploynent for a
whil e, unless they' re going to be doi ng sonething other
than | egal work.

And | think that's a consideration when we think
about how we handl e peopl e here versus how we handl e
people in the private sector.

MR. ROSE: Howard, maybe your point about having
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the full airing of this is a good point. And you're weeks
away fromgetting data that nmay cause you to nmake a
decision. Maybe it would be appropriate to convene at

| east a working group of this commttee to discuss all of
the issues. And Howard rai sed sone additional points
about transferability of skills, opportunity between the
agenci es.

M5. CHASSER: And those are the kinds of issue
we' ve been | ooking at. A lot of these decisions are
deci sions that the Agency has to make, not just Trademark
organi zation. So we're in the process now of gathering
all of the information and the data that we can so that we
can have a position and a recomrendation to present to the
whol e organi zation. So no decision has been made.

And, of course, know, throughout this whole
process, we have been val uing and recogni zing the val ue
of , you know, the trained work force that we have.

This is a very difficult time and a very

difficult decision. There's a lot of issues out there
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that need to be addressed. And, of course, we wll be
working closely. | think -- | nmean, no decision has been
made.

MR. ALEXANDER: Let ne thank you for your
remar ks, Howard, because | think they're pertinent. The
reason | did not push this agenda itemearlier was when
asked did we have a series of choices or recomendati ons
there were none as yet.

And for this group as of whole cloth to create
recommendati ons for the managenent of the PTO or unions
wi t hout our having some input into the alternative that
are realistic struck nme as premature to delved into any
nore than we did.

| think we can, certainly, have a tel ephone
conference if a decision has to be nade by March. M
under st andi ng, and naybe | m sunderstood, was we were
hopi ng no deci sion woul d have to be nade by March because
it was a budgetary matter for this year and it was only

next year that was likely to becone a crisis. If it
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beconmes nore of a crisis this year, we can have a
t el ephone neeting as necessary to discuss the alternatives
avai |l abl e.

And |l est you think you're alone in this, there
is no law firmor conpany in this country that | know of
that have not had to address this problemeither for
t hensel ves or for clients or for custoners. So this is
not a uni que situation.

Young | awers all over the country have been
laid off in large nunbers fromthe premere firnms with
| arge | oans from $100, 000- a-year sal aries plus that don't
know where they're going to get noney to pay off their
| oans or where they're going to get their next jobs
because of a crowded market. So | have great enpathy any
time we tal k about anybody having to cutback or find new
enploynment. And it's not an unsynpathetic group that is
her e.

On the other hand, if there's no noney to pay

peopl e, a decision has to be made and you had have to | ook
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at the best alternative that's available that does the
| east harmor creates the nost good.

| think John's comments are sort of well-taken.
There are sone clear choices that are going to have to be
made. And the Trademark Public Advisory Commttee is not
going to be the group that nakes that choice. Obviously,
it's going to be managenent in consultation with the
union. And all we can do is offer our advice based upon
the choices that narrow it down to and perhaps offer sone
opinions as to which of the two or three alternatives that
you decide are available, at |east, fromour outside
perspective, appear to be best.

M5. KANE: | agree with what you said. It makes
sense.

MR. ALEXANDER: Okay.

M5. KANE: And if we need to, we can have a
phone conference. And, hopefully, we won't need to do
t hat .

MR. ALEXANDER: Anything else that we need to
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di scuss? D d we address all three of your issues, David?

here.

MR STI MSON:  Yes.

MR. ALEXANDER: Thank you, everybody, for being

And | ook forward to our

conf er ence.

[ Meeti ng convened. ]

- 00000-

next neeting or telephone
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